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---UPON RESUMING AT 10:00 A.M,, DECEMBER 5, 1963. 

THE CHAIRMAN: Ladies and gentlemen, 
we have with us this morning Mr. Katz, Vice-President 
of Victory Finance Corporation Limited, He is 
accompanied by Mr. 0. Levy, who is Treasurer and General 
Manager of Victory Finance Corporation Limited. A 
brief has been prepared on behalf of the Company and I 
believe Mr. Levy is going to read the brief, or Mr. 
Katz? 

MR. KATZ: Mr. Levy. 

THE CHAIRMAN: Mr. Levy, yes. Carry 
on then, please. 

MR. LEVY: The Victory Finance 
Corporation Limited was chartered in 1937, with the 
purpose of conducting business in the consumer loan 
field. The company is totally owned, capitalised, and 
managed by Canadians. We have remained a relatively 
small licensed consumer loan company, acting in a sea 
of every-increasing competition. 

Under the jurisdiction of the Small 
Loans Act, our loans range from $50.00, up to $1,500.00. 
We also make loans in larger amounts. We are strictly 
supervised, on an annual basis, by the Federal Super- 
intendent of Insurance, and an official of the depart- 
ment makes an annual audit and inspection of our books 
and records every twelve months. 

In all the years we have been engaged 
in business, no complaint has been brought to our 
attention by the Department of Insurance. Many people, 


who have done business with us in past years, return 
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when new needs arise. This is a very clear indication 
of our relationship and goodwill with our customers. 

Acceptance of a small loan application 
by our company is based primarily on the character of 
the individual and his ability to repay the loan. 
Security, such as chattels, is a secondary consideration. 

Our chattel mortgage and promissory 
note, under the Small Loans Act, gives full disclosure 
of effective rate of interest per month and per annum. 
Over $1,500.00, our loans vary from a simple interest 
rate of 10% per annum to 24% per annum, payable monthly, 
depending upon the type of loan and the risk involved. 

Canada has the lowest consumer loan 
rate in North America. We recall quite vividly when the 
Small Loans Act was passed. It immediately dissipated 
high interest rates and unethical practices of that day, 
which had given the business such a bad reputation. As 
one of a group of ethical lenders, we were quite happy 
that the Act was passed. 

Any legislation that is sensible and 
realistic in the consumer credit field would have our 
endorsation. However, it should be carefully studied 
to see that it can be practically applied. 

The question of disclosing the effect- 
ive interest rates on loans is not something new to us. 
As we mentioned previously, per month and per annum rates 
are shown on our documents under the Small Loans Act. 

Our business has neither increased nor decreased as a 
result of such disclosure. Therefore, from a business 


point of view, we have no objection. However, the 
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question arises as to whether the borrower understands 
what amount he is paying, in terms of dollars. For 
instance, many otherwise well-informed people believe 
that 24% per annum on consumer loans results in a cost 
to the borrower of $24.00 per annum per $100.00 of loan 
made, whereas, in fact, the cost to the borrower is 
$13.46 per annum per $100.00 of loan made, because the 
rate is applied to reducing balances month by month, 
In order to ensure that the borrower understands the 
cost, we explain the cost in dollars, to give him a 
complete picture, 

Similarly, a man applying for a one 
year loan of $1,000.00, who is told that the effective 
rate of interest payable in equal monthly payments is 
approximately 18% per annum, will invariably think that, 
in terms of dollars, this will amount to $180.00. We, 
therefore, have to go one step further and explain 
that the total charge of the contract (if the contract 
goes the full term) is approximately $100.00, because 
the rate is charged on declining monthly balances, 

In the final analysis, it is the 
reliability of the individuals or firms engaged in the 
consumer credit business that is of most importance. 
Evidence of honesty, character, and fitness, should be 
required of all prospective licensees, and should be 
included in any proposed legislation. 

We cannot believe that this Committee, 
or any legislative body, would pass new legislation which 
would confuse the borrower, by stating "disclosure of 


interest" only. From our experience over the past 
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twenty-six years, we find that the borrower is primarily 
interested in what it is going to cost him in dollars 
and cents. 

A major problem confronting the public 
is the ease with which anyone can enter the consumer 
credit field. It would appear to us that some form of 
restriction should be applied before a firm or company 
can use the word "FINANCE", Lack of restriction permits 
unethical practices in the industry. The word "LOAN" 
cannot be used in a Company name, unless it is under 
the Loan and Trust Companies Act when incorporating. We 
suggest that the word "FINANCE" be permitted only when 
the Company concerned has met the requirements of 
character and fitness mentioned in the previous para- 
graph. 

The trend in the industry, as we see 
it, indicates ever-increasing administrative costs and 
increasing competition. As a result, we see that only 
those companies who are prepared to give competitive 
rates and operate most efficiently will remain in 
business. We firmly believe that the licensed consumer 
loan companies have played, and are continuing to play, 
an important part in our economy, and will continue to 
do so. 

We welcome this opportunity to appear 
before the Select Committee, because we believe that 
you gentlemen are interested in conducting a serious, 
objective inquiry. This is bound to reflect credit on 
the ethical companies in the consumer credit field, whose 


business principles assure fiar dealing and a high degree 
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of responsibility to the public. 

THE CHAIRMAN: Thank you, Mr. 
Sedgwick? 

MR. SEDGWICK: I have only one or 
two questions. Mr. Levy, mérely for information, about 
what volume does your Company do? 

MR, LEVY: Oh, about 600 to 650,000 
a year. 

MR, SEDGWICK: 650,000 a year. 
Roughly, percentagewise that is, about what percentage 
of that would be business that comes within the 
Small Loans Act? 

MR. LEVY: Oh, about 20 or 21%. 

MR, SEDGWICK: So that something 
like 80% of your business would be in the higher bracket? 

MR, LEVY: That is correct, Mr. 
Sedgwick. 

MR. SEDGWICK: And in that kind of 
business, of course, you are not restricted except by 
the action of the market? 

MR. LEVY: That is quite correct. 

MR, SEDGWICK: Yes. Then, and this 
is a comment rather than a question. On page 4, the 
third paragraph, you say you believe that "new legis- 
lation which would confuse the borrower, by stating 
disclosure of interest only. I think I may say that 
it has never been suggested to this Committee or by this 
Committee that it would only be disclosed. It has been 
suggested that the dollar cost should be disclosed and 


in addition interest expressed in terms of a percent. 
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Would you have any objection to that? 

MR. LEVY: No, none whatsoever, 

MR. SEDGWICK: Then again, this is 
hardly a question, it is more a comment. At the bottom 
of page 4 and the top of page 5, you suggest that the 
word "Finance", if it is to appear in the incorporate 
name of a company, should only be permitted after the 
company has met requirements of character and fitness. 
Had you in mind about the same restrictions as apply to 
a company with the word "Loan" in its corporate name? 

MR. KATZ: Yes. Well, as you members 
probably know by now, anyone, whether he's a used car 
dealer or a broker, anybody can incorporate a company 
and call themselves a finance company. Unfortunately 
in our industry we have to cope with one extreme to the 
other and we are all, of course, lumped together and 
naturally there is a certain amount of smell that arises 
through all finance companies as a result of a number of 
those bad apples. We firmly believe that the Committee 
should seriously consider some form of regulation with 
the word "Finance" because it means absolutely nothing 
today. Whether it's Household Finance or Victory Finance 
or any other finance or some criminal incorporating, we 
are all in the same boat and our suggestion purely is 
that we would respectfully suggest that you examine that 
particular phase of the brief carefully and if, in some 
way or other, it could be stated that no one can use -the 
word ‘Finance Company” unless, for instance, they are 
under the Small Loans Act. Because most of the other 


sales finance companies are not using "Finance" anyway, 
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they are using the word "Acceptance" and this may be one 
method by which finance companies, at least, could 
regain the respectability we feel we deserve. 

MR. SEDGWICK: Yes, well that's what 
I was getting at. It's so difficult to judge character 
and fitness because, as you are aware, any applications 
for a corporation are made by a legal firm of the 
applicants. But the suggestion you make seems to me 
to carry a lot of weight and that is the name should-be 
restricted to those companies who are licensed under the 
Small Loans Act. That's a fine suggestion that makes 
some sense. I assume you mean under that Act or some 
other -- 

MR, KATZ: Some other Act, because 
the word "Loan" now, I understand, while you can use 
it in the advertising outside of the incorporation of a 
company, but you cannot incorporate a company stating -- 
for instance, we couldn't incorporate a company calling 
ourselves Victory Loan Company today. Apparently they 
now consider that it must be under the Loan and Trust 
Companies Act. 

MR. SEDGWICK: Similarly, you can't 
use the word "Trust "? 

MR. KATZ: That is correct. 

MR. SEDGWICK: So you suggest that the 
word "Finance" should be confined to those people who 
are licensed under on or other of the appropriate Acts? 

MR. KATZ: That is right because 
finance companies, amongst the vast body of people, have 


had and are continuing to have respectability for those 
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people who have been dealing with the companies in the 





small loans field. They know the amounts they are 
paying and they know pretty well what it costs them 

in the terms of dollars, even though it may confuse them, 
although many of them now know that it works out to 18 
and 24% and so forth. But still they are quite 
satisfied because they are satisfied for that $100.00 

it is costing them $13.46 and although it may be 24%, 

if they need that $100.00 because the wife is having a 
baby or something, they are quite happy to pay that 
$13.46. 

MR, SEDGWICK: This is my last 
question. Do you have any opinion as to whether it 
would be advisable to increase the limits under the 
Small Loans Act, which are, of course, at present, 2% 
per month under $300, and 1% per month from $300 to 
$1,000 and 3% per month over $1,000 -- 

MR. KATZ: We have no objection to 
that providing -- 

MR. SEDGWICK: Well, would you have 
any opinion as to whether it would be wise or not to 
increase those limits either as to amount or rate? 

MR. KATZ: Well, my own personal 
opinion is that it should be increased, but with a very 
strong proviso that the rates are not so restricted that 
it puts most of the finance companies out of the field 
of being able to handle these loans. In other words, 

a loan of $1,700, if they put interest rates at 10 or 12% 
simple interest per Annum, we, personally, could not be 


in business. This may sound ridiculous, but we just 
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cannot be in business considering our costs, adminis- 
trative costs and so on. So -- we consider, for 
instance, the federal Act of the Small Loans Act on the 
rates from $1,000 to $1,500 at one half of one per cent, 
unfair and unreasonable and not realistic. We think. 
that under pressure they passed that particular little 
phase of it from 1,000 to 1,500 -- but personally we 
object to it and we don't think it's practical. From 
the question that you asked, we have no objection to 
increasing the Act to a higher figure providing it's 
reasonable as far as rates are concerned. 

MR. SEDGWICK: Well, specifically, it 
may be that $300 today does not have the purchasing 
power of the true value that $300 had five or six years 
ago and it may be that the 2% should apply to, say, 
$500 rather than $300. Do you have any specific ideas 
as to what might be recommended in that direction? 

MR. KATZ: I:'m sorry, are you 
referring to over the $1,500? 

MR. SEDGWICK: No. I am referring to 
the floors that are fixed, floors or ceilings, whichever 
you will, that are fixed by the Small Loans Act, which 
is 2% under $300, and then 1% per month from $300 to 
$1,000. Do you think it would help the borrower and 
the lender if those figures were increased, shall we say, 
to $500 in the first bracket and, say, $1,500 in the 
second bracket? 

MR, KATZ: Yes, I personally think 
it should be. 


MR. SEDGWICK: But you do find that 




















| | . 
tot .iabitaes sv -- 08 .nO 68 Hos edgoo sssne } 


PSS “eq ore To Ast ono te WE.LE oF GOO. mires sedis hal 


La 
— 
2 
o 
QO 
~ 
a 
-- 
= 
pe 
* 
+ 
rt 
bry 
i 
ww 







Vette 9h (ALIS Set 76 | 
= tefenidnrey Jedd baeaey ved? anyseese Geli Dame eo 
me Uilencetsg dud -—- QO2,{ oF O00.) axed Of Te 68 Rely ly 
Pi sata issttoseg a's) x * ¢'vob ow bag af oF Foetge 
Of mabtiesice of aver ew . cates poy ward sobseamp aa 


est gahiivorw ese t taduta s ov 494 ett gihesemee Fal 


> 


meta ont et? oven Can aol yeahes DOOR tego wiam 
Pete “a evil Ded OOrt jad? sulav eve ef? Go Senedd 
“eae oo Yfage Blyote 2 of) tedt od vem Bh One eee 
| Rae SLIlSsca VRE Svein aoe ai OLE ‘oadld etion Onas 
firotzoerlh suds ot bebetamcsat ad wg ate tacw oF an 

MOY Sie ,YINEG at tHTAR oe 
‘002 Je sac seve ot Qoteee Tee 

co Mnterttot me Coot =: HOTWIRE . aM 


avasto et (eanilies t exoalt ,beskt ons. dad? enaeks ont 


Li 








} 
ig 
{ i 


a ve redo guoa Gaso fisme od yd bewtt ste dedd (fbi wee | Iss 
Ah r 


vad oagy Mew dono “oq RO ent Daw ,OGER sehen ae, Loi lec a 
on if 
a i 








- oi Sawov198s oarle ales Blwow ct Hieeie soz, of et 


ead Iinde .bessetont ataw estysr? wha fe “obrteL = ‘ Y 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 2459 





you can operate profitably under the Small Loans Act 
as it now is? 

MR. LEVY: Up to the $1,000 mark. 

MR, KATZ: Well, actually we are 
not, quite frankly, making our money, small as it is, 
we are not making our money from small loans. The 
cost of carrying these accounts are just too heavy with 
delinquents and increasing costs we find that the only 
way our profit picture is shown is by the larger loans, 
We handle, incidentally, commercial loans. We will go 
to pretty well any figure even though it may not 
necessarily be all our money, but we do make large 
commercial loans. 

MR. SEDGWICK: As to those loans, 
it's a matter of business negotiations between you 
and the borrower as to the rates? 

MR. KATZ: Yes. There is where 
competitive competition comes, becomes extremely keen 
because the person we are dealing with is a highly 
articulate or sharp businessman and he knows where he 
can seek his funds at the best rates available and he's 
not going to come to us unless we are competing with 
umpteen different other firms, including the banks, who 
have now entered the field. 

MR. SEDGWICK: If he borrows $100,000 
and pays you 2% a month, that's because he can't get it 
at a lesser rate? 

Mk, KATZ: That is correct. But I 
remember -- all rates in the commercial field have 


decreased very sharply in the last few years because the 





















Hivos GOO, £4 adi ot qe saved At 


Pome sw finifdss .iisew <tTa ae 







ee Oh a fleme .ysnom-nra yebsipw opts? sditap al 
: ; Bi (Sa? .eccol (fame mort Yoror io galoiem Jom etaae 
| aii Wena oot tas, ots eiavoooe sso°4 SAleYaso To teas 
| itso ed? gett Bett ow ecooo seleseotont Gas adoeupalied 
t fy) ts Genial su vd at mwonw ec ettoig ¢iietg, tae ae 
| ce al Sererey s¥ angel fatecenmeu 5 oteehiom ofbasd ow | 
a don yan dl sywols evs octatt yasler yazaue ee 
Seagal sism ob aw ‘d ,vecon evo Lls ed (hinsgaseged 

,aneol Igtomenned- 


yemeO, @nodd ov oA) = 6=-4UEWEOGRE 2M 


WO daewled aielosi tomecn saentand te bddnm & ates dat 7 : 7 

S.ader ott ov tia toweuted efi) Ra Raine 7 

2 Seawie ef sisi ,esY :BTRA WAN. et _ ‘a 
| | ae 
Tameert elas siss copmood .eomud nobtideqges evisttequmad der _ 











Mittgid 5 si adi coliseh win ev noeteq ene Sewanee eT ih 
) da Sreytw eword af bos aeeseortedd guede to agelastans 


een Gus sideliave sartst ceed wit ts whavt Sta dese aio 





A ual Baisoqaoo ons ow eget ay 08 med ot getey Boke 

weaned ent anthilont .amtt seddo taeteTMEb Mee dqienr 

b1dt) oft Donets wom BAe 

p eeeoris ct ad 2 ea Mt ai ieie we} ve an 
a 2 


aR a sane os osu wnt ston ana is fas 
| alae | 


seater pag he se i 


“A maine dite 


oD 








at ie a 7 











ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 2460 





competition has just been too keen, Private investors 
have moved into that field for years and they now find 
that they just can't find any deals to deal with because 
the finance companies have moved into it and are giving 
better rates than the private investors. They range, 
incidentally, from usually 10 to 12% simple interest. 

MR. SEDGWICK: That's all for me. 

THE CHAIRMAN: Do you have any 
questions, Mr. Irwin. 

MR. IRWIN: Not so much questions 
as perhaps comments and asking for observations on your 
part. I find myself in agreement with the brief which 
you have presented. Two observations -- on page 3 you 
make an interesting comment which, I think,has some 
bearing in regard to other submissions -- 

MR. KATZ: I'm sorry, I can't hear 
you, 

MR. IRWIN: Page 3 of the brief, your 
observation, I quote, "Our business has neither increased 
nor decreased as a result of such disclosure." In other 
words, you, in your experience, have been in the unique 
position in the general area of credit, in having been 
required to state the rate of interest as a percent per 
annum. And because people also want to know the dollar 
amount you have also shown them that. So that you do 
have some basis for forming an opinion as to what people 
want and the fact that you have been required to disclose 
the rate as a percent per annum, you say has had no 
effect on your business, 


MR. KATZ: No, providing, of course, 
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again we go into an explanation because we have found 
from our experience, as stated, that I would say nine 
times out of ten people walking into our office, regard- 
less of whether they had education on interest or not 

in the schools, but mainly because of the complications 
of declining balances, that they do not understand 

when you tell them this is 18% per annum or 24% per 
annum. They just do not understand it because of this 
full system of declining balances. It would be 
perfectly in order if it was 18% per annum with no 
payments all across the board. They would say, "That's 
fine, $180.00." But once you hit into the field of 
aesiiaie balances they just, it just gets over their 
head and you may lose your client because you didn't 

go a step further, because they don't understand what 
the amount in dollars they are paying. They think it's 
much more than it really is. Therefore, naturally we 
are in business and we don't want to lose their business 
so we have to spend time to explain it very clearly to 
them. 

MR. IRWIN: They must be agreeably 
surprised when they find out it's less than they thought 
it was going to be? 

MR. LEVY: They really don't. When 
you go into that field and you start to show it to them 
in dollars and cents, they realize just what is what. 
Actually they are primarily interested in getting the 
money. If you quote an interest rate, "Yes, yes, blah, 
blah", and so forth. "We want the money”. When you 


talk to them and explain what it actually is in dollars 
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and cents, they are amazed. 

MR. IRWIN: This might be very good 
for business, if you hit them between the eyes first 
and then tell them they are getting a better deal after 
all, they must be very, very happy. 

MR. LEVY: Well, they read the note 
and they see what it says, they take that interest rate 
and to them it's okay. But we, as Mr. Katz has explained 
we always go that one step further and make sure they 
know what it is in dollars and cents, the actual cost, 
I'm sure that if the Income Tax Department, when they 
give you their 10% penalty for being late, if you were 
to calculate that in terms of real interest, it would 
amount to a fantastic amount of money, and it would be 
less prevalent. 

MR, LETHERBY: I admit, it's pretty 
difficult to figure out. 

MR. KATZ: The public, in declining 
balances, and I say this very strongly, do not understand 
interest and I think this Committee should take cogni- 
zance of that fact because I think you are mainly 
interested in that the borrower clearly understands what 
he is getting. We certainly are in full agreement with 
this, we would like them to know exactly what they are 
getting and if they have objections, fine, then we 
should not take the loan and we would be most happy 
because we don't want the aftermath of them coming back 
and say, "I don't understand". This is not good business 
to us. It takes our time up and we would much prefer 


spending our time getting more business than spending it 
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on people who are complaining, which we very rarely have. 
MR. IRWIN: Thank you. Just one 


other matter I would ask for your views on. The entry 


into the field of -- whether sources of loans has, as 
you say, a tendency to reduce rates generally -- you 
face this as a competitive factor -- are there any 


other ways in which the market for money can be improved? 
I mean the developing of better methods of communication, 
parlance, jargon, assembly of information for the public, 
If there are any such matters that could be introduced 
to improve the market as a whole, what might they be? 

MR. KATZ: Are you referring to 
over $1,500? 

MB. IRWIN: No, just the money market, 
period. 

MR. KATZ: Well, I think we are in 
agreement with what Mr. Wood of Household said, we are 
in perfect agreement in that we feel that some form of 
Saucerion should be given in the schools as to a general 
eredit education. I have sometimes thought that a 
completely different concept of interest -- for instance, 
in the small loans field we cannot, of course, charge 
any extra charges other than exactly the rate. If we 
send a tracer out to look for a delinquent account, and 
we have to spend $20.00 to find him, it cannot be added 
to the customer's account, we are stuck. If we have 
a $200.00 loan for a year and if he keeps the loan for 
a full term, for which we receive approximately $26.00, 
in terms of dollars, for that loan, we spend $20.00 


trying to find him, you can see how much money we are 
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going to make on that particular account. However, 
that's part of our business and we accept it. But 
sometimes I have thought, personally, that there should 
be some form of interest rate where we could get a 
blanket charge for administrative costs and then the 
interest starts from there rather than incorporating the 
whole thing. This would have to be gone into in a very 
detailed manner. 

MR. MacDONALD: Mr. Chairman, may I 
pursue that thought because we are getting at really one 
of the basic objectives of this Committee. You say 
that the passage of the Small Loans Act rescued this 
whole field from a rather bad name it had because of 
the operators it had. Now surely it was rescued because 
you lumped all the costs of credit together and therefore 
the borrower knows where he is. 

MR. KATZ: That's right. 

MR. MacDONALD: Now you see, we have 
had rather schizophrenic testimony on this. We have 
had people coming in professing pride at the reputation 
and the operation within the small loans field and this 
is how it has been achieved, if I understand it correctly 
And yet they say, in the next breath, that it is unfair 
to lump it, other costs along with the actual interest 
rate. It seems to me you can't have it both ways and 
I judge you, in effect, are saying -- well, what are 
you saying? 

MR. KATZ: The thing that I am saying 
is, when a man walks into the office you say it will cost 


him 24% per annum. Automatically they get scared out of 
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their wits. They think in terms of different dollars 
than really what it costs. Of course this is quite 
natural. My own personal opinion is that if a flat 
amount of money was charged for administrative costs and 
then it said 2% -- it might be a little lower rate -- 
this might be more appealing to everybody concerned. 

MR. MacDONALD: Except that I judge 
by the figures that we have been presented with that it 
hasn't hurt your business to have to cope with the public 
relations problem involved with 24%? 

MR, KATZ: No, we haven't had any -- 
you see because in the small loans field when we say 
that it is costing $13.00 for the $100.00 -- "Oh, well, 
that's nothing at all, that's perfectly all right". or 
when they get $1,000.00 and they say, "Let's see, that's 
$180.00". "No, that's only $98.00 for the year". The 
banks charge about $60.00 -- well they charge 6% and then 
6% for charges. They don't call it 12% but we have to 
call it by its true name. 

MR. MacDONALD: Well, I just want to 
make the point that it seems to me the small loans field, 
up to $1,500 anyway, was cleaned up by lumping it all 
together. 

MR, KATZ: Right. 

MR. MacDONALD: And I think we have 
just got to build a bit of resistance to this argument 
that it is unfair to lump interest with other charges 
because as far as the world is concerned the other charge 
are still money out of their pocket. 


MR. KATZ: That is correct. 
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MR. MacDONALD: And therefore the 
percentage becomes important. 

MR, KATZ: That is correct, but then-- 

MR. MacDONALD: If you want to clean 
up the field beyond $1,500, I suggest to you that the 
only way you can clean it up is the way you did below 
$1,500, by lumping it all in one sum and when you lump 
it all in one sum -- I grant you there are elements of 
unfairness when you are calculating $2.00 for $20.00 
and it becomes 544 -- 

MR. KATZ: Oh, well, there could be 
a flat charge. 

MR. MacDONALD: There might be some 
flat charge, but if you want to clean it up throughout 
the field, the experience you have had in the small loans 
field is pretty convincing that this is the way to do it. 
It doesn't hurt the companies. 

MR, KATZ: The Small Loans Act has 
been basically highly successful. We have been quite 
happy with it. The only objection we have is, of course, 
from $1,000 up to $1,500, which, of course, is not 
realistic, that's all there is to it. 

MR. IRWIN: I would agree with that. 
It's odd that some arbitrary division should be made at 
$1,000 and allow high rates of interest prior to that and 
then expect that you can do business at 3% per month or 
6% per annum, roughly. 

MR, KATZ: If you are running a 
business and you buy an article for $20.00 and you are 


forced to sell it for $20.00, you are not going to sell 
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that product. Actually, that is what we are asked to do. 
Buy it at $20.00 and sell it at $20.00. 

MR, IRWIN: I am surprised that that 
sharp division takes place at $1,000. 

MR. KATZ: Yes, yes, it does, 

MR. MacDONALD: What is the rate 
which is, in your view -~ is the 1% adequate? 

MR, KATZ: Which -- 

MR. MacDONALD: Well, no matter what 
limit you took the Small Loans Act to -- suppose you 
took it to $2,500 -- if it were 2% up to $500.00 and 1% 
for any figure, whatever be the ceiling that is put on -- 

MR. KATZ: Our Company, based on the 
amount of dollars that we have out, could not operate 
at 12%. 1% per month, now I am talking about 12% simple 
interest. It waquld be much better for us to take all 
our money and put it in first mortgages at seven. This 
may seem ridiculous, but it's true. We just find that 
our cost factor runs up too high. It's the same thing 
aS a person walking into any store and buying a product 
-- the markups are certainly anywhere from 33 to 100% -- 
we consider money just like goods. We have rent to 
pay, we have wages to pay, we have all kinds of costs. 
We must derive a certain return on our money, which is 
reasonable, and if we don't we are just not going to be 
in business, we are going out of the business. That's 
about the size of it, you see, 

MR, SEDGWICK: I just want to be 
clear on what Mr. Irwin and Mr. MacDonald have said. The 


result is that you virtually got out of the business as 
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between $1,000 and $1,500, is that right? 

MR. KATZ: We will go up to thirteen 
or fourteen hundred to all accounts that have dealt with 
us for years, as a matter of convenience and as a matter 
of service, We are not going to turn that loan down 
even though that $300.00 -- there is no profit. We are 
practical too, I mean we feel this is a good account 
and we are not going to lose him. But for any new 
account coming in, we look at it very carefully before 
we consider it. 

MR. SEDGWICK: Over 1,000? 

MR, KATZ: Over 1,000. 

MR, SEDGWICK: -- the rateB are so low, 

MR, KATZ: Well, I think this is the 
fault of the legislation. 

MR. SEDGWICK: Thank you. 

THE CHAIRMAN: Mr. Bukator? 

MR. BUKATOR: I agree witwébe brief. 
These men are doing exactly what I would like everybody 
to do. This is the shortest speech I am going to make 
today. Thank you, gentlemen. 

THE CHAIRMAN: Mr, MacDonald? 

MR. MacDONALD: One or two other 
points in relation to this business of limits and 
declaration of interest. You said you had no objection 
at all, or you found no problem in declaring what the 
interest rate is. Is this strictly the case when you 
have to work out a rate for a loan which involves 2% for 
part of it and 1% for another portion of it and 3% for 


another portion of it? Supposing you were to loan $1,100. 
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do you still anticipate no difficulty at all declaring 
an interest rate, putting it down in your contract? 

MR, KATZ: Well, I don't know what 
the interest rate at 1,100 or 1,200, We have got our 
Tables, what they call the Schneider Tables, which is 
based purely for the Small Loans Act, and we use these 
Tables. They tell us what we can charge for 12 months 
or 24 months, but at any given level from 100 to 1500 -- 
well the first 300 we know is 2%, of course, and then 
the 1% blends in as it increases and the rate goes down. 
But we never know at any given moment what the actual 
rate is. We have to compile a lot of rates. 

MR, WHITE: You would have to have 
another table? 

MR. KATZ: The Table would be able 
to tell us what it is. We have no idea what the interest 
is. 

MR. MacDONALD: Do you anticipate 
any difficulty in having another Table? 

MR. KATZ: Well, let me put it this 
way. I think we would have to go to quite a bit of 
expense in getting all kinds of new forms and I imagine 
that a Table could be obtained, but I don't really 
think it's practical on the Small Loans Act. I think 
the Small Loans Act does such a good job that possibly 
it should be exempt from all this. It's doing a good 
job and neally it's redundant to bring something in that 
could complicate it. It is satisfactory. 

MR. SEDGWICK: It probably is exempt, 


being a matter of federal legislation. 
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MR, MacDONALD: There is one other 

point I want clarification on. I don't know whether I 
should address this to our witnesses or to Mr. Sedgwick. 
In your brief you say that, you suggest that the name 
"Finance" should be restricted to those who are operating 
under the Small Loans Act. Does this mean that it would 
then restrict you to operating below 1,500? A Company 
which operates under the Small Loans Act of 1,500, are 
they licensed under another Act to be able to go beyond 
L, 5007 

MR. SEDGWICK: No, no. I think --Mr. 
Katz, you correct me if I am wrong -- you suggest that 
in order to use the word "Finance" you should be 
licensed under some one of the licensing Acts just as 
in order to use the word "Loan" or "frust”™ in your 
corporate name, you must be licensed under the Loan and 
Trust Act. You wouldn't be restricted because you use 
the name to loans under the Small Loans Act. 

MR. MacDONALD: That's the point I 
wanted to get cleared up. On the basis of the name, I 
think this is very accurate. It's like the name, for 
example, "Co-op", which just got so abused that ultimatel 
the federal government empowered the Co-operative Union 
of Canada to clean up instances of abuse, 

MR, KATZ: The name, for instance, -- 
of course with all the publicity and everything else 
it's got a pretty bad name -- we find that we are prepare 
to give the same rate as the banks in certain instances 
because our word is finance and the banks have sort of a 


halo around their head and they are getting the business 


Netto 41 aren SARsew (Fe 





















ik by, 
. i 3 fonserw wo A ant J ae caffaclhilialy caer Z Seteg - 
air”. 


uh a nite ce in 65e. 76 weat*e ZO US aig? [eer bis biloque 
we a a, 


_— om = a ? ¥ Phy 
Si teat wie danas 755) 0 jat= wen I ey 


a 


i - = 
“tere Aw Aged ‘ao: Heoubedret isods 
dita feus om > 
a 


a Saas wasn slic too Tae bin 46 EOD 


i Py: meee hn. YOR, . wWolod gue cwamge | | ‘19a sede 
Bo ane Wey ft oA Hide Ate apts von ote, qk 


: 
f Becen os jg an O° ( (aah yobiun beetankht yeag 


4 7 
a 


‘eae Mret ri: OF .%i a> «qi 
Bais Paeys oe ' : : in ]"Pieo9 OC, etal. 


TO ed, 


‘ RO liso cy (ofr woot *eivo ae 
oii: 
og 


me me SHE Qind ale “att: we teh SCeateokt 
ai ley ; ‘ J ‘ f Pit ‘7 @oN oe ~o 00 mt 


’ tor (64) Fi . - ’ is - : ae a f 4 Tie rt =n LodTeo 
‘ a 
Rime WOE Gutfeood | i+gqe"% od 2 fuqy vod. tenet 


‘ 


i 
i 
1 
| 
iJ 
U 


4h a if 'fee8 alt neteo eaool of 62a Bay 


by eter HIltAveq¢o-oF od bestowed Iegeewey etoile | 
sade co osotevnt oe gaatSe os abatia® Yo se 
ee Ts? (ecada eAT STAN 4 VM | | 
ry aete meres qie9o tag ylioliduy sag Tia ew nares 4 
e418 Sw dant tatt ow -- emeh bat bck 4 vee 
mtr orkelueo at stand edd leg: ntosineeat 
ws oad sales: aid id foreatt 























ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 2471 





and we are not, yet our rates in certain instances are 
exactly the same, taking into account their service 
charges and so forth and our blanket total charge, the 
variance is very little. 

MR. MacDONALD: Mr. Chairman, there 
is one other -- this is more by way of a comment than 
a question -- the first time I heard this in the brief 
two or three days ago, about the unfairness of the public 
impression that if you borrowed $100 at 2% per month, 
that what you are paying is $24.00 and this is unfair 
because, in fact, you are paying $13.46. The more I 
think about this the more I am inclined to say methinks 
thou protests too much because quite frankly you are 
paying$24.00 for every $100.00 retained or used. Because 
just as quickly as you start your repayments you haven't 
got your $100.00, you have got one-twelfth of it you 
have paid back. 

MR. KATZ: Yes, that may be very 
true, but then I could bring up another subject, which 
gets quite complicated. We will loan out many hundreds 
of thousands of dollars in, say, 1960 for a three year 
contract and in 1963, when the inflationary trend, the 
cost of living has moved up several percent, we haven't 
really received that kind of percentage because the 
amount, the dollar has shrunk and when we gave it out 
in 1960 it was worth so much and in 1963 when you get 
it back, it's worth so much less, 

MR. MacDONALD: This is another factor 
though. The point is I don't think there is as much 


misrepresentation as you and some others in the field 
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have suggested. Because you are paying $24.00 per year 
for the $100.00 and the only reason it goes down is 
because you have paid some of it back. 

MR, KATZ: Mr. MacDonald, you are 
quite correct, sir, But all we are trying to do is 
to try and help the borrower know exactly what he is 
paying. I mean 24% is correct, we don't deny that, in 
any instance whatsoever, It's just that we want to 
make sure that he knows what he is paying because it make 
a big difference to us and to him, the amount of dollars 
that he is going to pay us. At one stage of the game 
he is going to say "No, $24.00 I don't want to pay, but 
$13.00 I will pay". "It's worth my while, I need the 
money badly enough that I am prepared to pay that 
$13.00 for the full term". Of course they are open 
contracts, he can pay them any time he wants and only 
be charged for the time he has the money. 

THE CHAIRMAN: Mr. White? 

MR. WHITE: You mentioned the point 
made by Household Finance that all moneylenders be 
licensed -- 

MR. KATZ: I was just here to hear 
a portion of it -- 

MR, WHITE: Well, towards the end 
of his testimony, he suggests that all moneylenders be 
licensed. Now you have offered the suggestion that the 
use of the word "Finance" in a corporate title be 
restricted. This suggestion is a little less stringent, 
I think, than Mr. Wood's suggestion. I am wondering if 


Mr. Woods suggestion isn't more comprehensive and more 
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useful because it would embrace everyone who puts money 
out on loans. 

MR, KATZ: This may be so. I have 
no disagreement with the method which Mr. Wood would 
like to have adopted. I am merely concerned with the 
bad reputation that the word Finance has at the moment 
and, having been in the business a long time, we are 
quite unhappy that it has reached that stage. We, and 
most reputable companies, would be most happy if some 
method could be found to rectify that. 

MR. WHITE: It's a question if the 
restriction of the word "Finance" would cure the 
problem though. It seems to me that the licensing of 
moneylenders would better control the problem, 

MR. KATZ: Yes, it would. You see, 
the reason we bring this up is we all seem to be 
painted with the same brush when any of these things 
happen. Now if a mortgage broker is unconscionable 
and charges a tremendous rate, as it so happened a while 
back here, under your own investigation, the publicity 
is "Finance" all the time and the minute that happens 
we have had people say to us, "You eighty-four percenters 
-- this is terrible". We don't even come under that, 
don't even handle that type of work. A mortgage broker 
is a mortgage broker and an automobile is another thing, 
but finance is selling a dollar, that's our commodity. 

MR. WHITE: I think that proves my 
point. They are not using the word "Finance". 

MR, LEVY: Well, some companies -- 


you go along Danforth, I think, I haven't been down there 
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recently, but they call themselves, you know, finance 
companies of some form or other. They are getting 

rid of all the cars for finance companies, and so forth. 
But out in Alberta they found that a lot of this was 
phony advertising in order to get the customer in, 
thinking that he's getting a bill of sale and something 
which is much cheaper than it really is. 

MR. MacDONALD: There's another angle 
to this, if I may interject. It seems to me if you 
licence everybody and then you don't have the powers 
to regulate the bad operator, you still have got nowhere 
and part of our problem in regulation is, at the pro- 
vincial level we can't get into the question of interest, 
We had licensing, we had regulations, but we got 
nowhere because they had no power to step in, other than 
the power of persuasion which, with these operators, is 
wasted effort. 

THE CHAIRMAN: Do you have any other 
questions? 

| MR. IRWIN: Could I just ask one 
question, directed to Mr. Sedgwick on this one particular 
point. Perhaps if you confine your thinking only to 
the word "Finance" -- I can imagine there might be 
ways of getting aroun this, maybe there are other words 
which would denote the same kind of respectability. 
Mr. Sedgwick, could not the Provincial Secretary, in 
allowing the choosing of names for any corporation, 
regulate this so that any name that denoted some -- 

MR. SEDGWICK: Of course he could, 


but probably would not do so without some legislative 
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direction. He could, yes. He has pretty well absolute 
power as to which name to grant and which not to grant. 
My recollection is that if he (rest of sentence inaudible 

MR, IRWIN: So his hand could be 
strengthened a little and the whole thing could be 
accomplished from that office. 

MR. SEDGWICK: Just as he will not 
now permit the name Loan or Trust unless you come under 
the Loan and Trust Companies Act. 

THE CHAIRMAN: Mr. Sandercock? 

MR. SANDERCOCK: I would Likeuto 
compliment these men on this brief. I think it is very, 
very good and shows a good grasp of the situation, 

(Rest of statement inaudible) 

MR. KATZ: Well, the interest is still 
24% but 24% on the balance, not on the original amount. 

I may say that, of course commercial loans that we have, 
we don't think it is advisable to legislate on those 
because you are dealing with business, business, business 
and a businessman and a businessman and they know exactly 
what they are doing and it may be harmful to interfere 
with loans of 100,000 or 200,000 and so on. If you 
legislate on those you may, it may be harmful basically 
to the public interest to do so. 

MR, MacDQNALD: Even to declare the 
interest rate? 

| MR. KATZ: I would say so, yes. 

MR. MacDONALD: The businessman is 

going to know what the interest rate is, so what's the 


problem? 
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MR, KATZ: Well,the problem is this. 
All dealings that we have dealt with in that field, the 
interest rates are much lower, much lower, the reason 
being, simply, that no one will pay those figures(1)and 

(2) the security is usually much firmer and (3) the 
people you are dealing with know exactly what they want, 
they are businessmen and they want it done in a certain 
manner. If you were to restrict them in putting (a) 
this is the way to do it or (b) this is the way to do 
it, it may be more harmful than good. 

MR. MacDONALD: I know, but we are 
not proposing any restriction, at least we are not 
contemplating any restriction. All we are contemplating 
is to put the interest rate on it. 

MR. KATZ: Well, no, the interest 
rate would be perfect. 

THE CHAIRMAN: Mr. Noden? 

MR. NODEN: On your basic rate of 
24% there are no further charges? 

MR. KATZ: Well, in the larger loans, 
say we are involved in a $25,000 loan, there will be 
extra charges in terms of legal costs in arranging -- 
we just turn it over to our lawyer and of course there 
Will be costs in that, but there are no bonuses or things 
of this nature. 

MR. LEVY: Is that what you had in 
mind, bonuses? 

MR, NODEN: Yes. 

MR. KATZ: No, these costs would be 


simply general costs that would be required to handle the 
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2 THE CHAIRMAN: Mr. Reilly, do you 

3] have any questions? 

4 MR, REILLY: Mr. Chairman, I have one 
5 or two questions and an observation. What is your rebate 
6] schedule, sir? 

7 MR, KATZ: We use the Rule of 78ths. 
8 MR. REILLY: This has been explained 
9| to us, Mr. Katz. Apparently you have indicated to us 

10] that your cost of doing business is something in excess 
11 of 12% as far as overhead is concerned. In other words, 
12 it doesn't pay you to lend money strictly at 1% per 

13; month. This is understandable. You have to borrow 

14 money at 3, 4, 5 or 6%, depending upon what you have to 
15 pay for it and then you have to pay for rent and over- 
16| head and so forth, so -- 

17 MR. KATZ: Excuse me for a moment. 

18) We were prepared, when the Small Loans Act was first 

19| enacted, we were prepared that if the Act indicated it 
20|| would be 1% per month on the unpaid balance, we were 

21/| going out of business. This is a definite fact. 

22 MR, REILLY: So your overhead is 

23|| 12% or better, under the circumstances. 

24 MR. KATZ: I don't suggest that some 
25 of the big companies would not have survived. It might 
26/ have left one or two companies in the field if the 

27|| federal Act read that. | 

28 MR, REILLY: The point I was making 


29|| was, if your overhead is 12% or better it doesn't seem 





unreasonable to have to charge anywhere from 10 to 24% 
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depending on the security, to lend money. What I like 
about the brief, Mr. Chairman, specifically, is this, 
that the men haven't come here codnmaaae said that this 
is impossible. They haven't said that they can't reveal 
interest rates, What they have said is psychologically 
it is better for us to reveal dollar rates. It's good 
business for us to tell the people that they are 
borrowing on the basis of dollars and they have been 
very honest in their presentation. 

Now, as far as the finance situation 
is concerned, would it be that advertising has something 
to do with it? ‘Nothing down", or "Very low, low rates”, 
Do you not think that this is something that we should 
consider as a Committee that has ill effect upon the 
lending field? 

MR, KATZ: Well, in our own Company 
we do very, very little advertising. Our advertising 
is practically minute. We have done some in the foreign 
papers which we found quite ineffective now. We find 
that paper advertising is quite ineffective. But I 
would say this, like any normal business, companies 
certainly should allow a certain portion for advertising, 
otherwise people don't know they exist, providing it's 
legitimate advertising or truthful advertising. I have 
no objection on that, although I will say this, that 
years ago in the mortgage brokerage field when somebody 
was advertising every day a quarter of a page -- "Come 
in and get certain loans on mortgages" -- I thought this 
was out of line and the amount of money spent was 


fantastic in relation to the amount of money they had. 
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Obviously they must have been doing quite well to be 
able to afford to pay that type of advertising. 

THE CHAIRMAN: That's all then, Mr. 
Reilly? Do you have any questions Mr, Letherby? 

MR, LETHERBY: I think it's an 
excellent brief. 

THE CHAIRMAN: Before we move on, 
are there any other questions? Well, I would like to 
thank you, Mr. Katz and Mr. Levy, for presenting the 
brief to us this morning. I feel the same as the other 
members of the Committee that it was very fine of you 
to cooperate with us and I like your brief very much, 

We will take a five minute recess. 
---SHORT RECESS. 

THE CHAIRMAN: We have with us now 
Mr. Cecil Davidson, President of the Federation of 
Automobile Independent Retailers and accompanying him 
is Mr. Rick Thompson, Treasurer of the Federation of 
Automobile Independent Retailers. They have prepared 
a brief for the Committee and I would have him proceed 
with the presentation of that brief. 

MR. DAVIDSON: Mr. Chairman and 
distinguished members of the Select Committee on Consumer 
Credit, may I introduce Mr. Rick Thompson of Peck-Thompso 
Motors Limited, Vice President of our Association and Mr. 
Jules Nusbaum unfortunately cannot attend. His father 
took ill and he had to be with him, although he is a 
member in good standing. My name is Cecil Davidson and 
Davidson Motors is the name of my firm. 


THE CHAIRMAN: Would you speak up a 
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little louder, Mr. Davidson, it's a little difficult to 
hear. 
MR, DAVIDSON: Yes. My name is 
Cecil Davidson of Davidson Motors. Thank you for the 
privilege of your invitation to our group to appear 
before you and present our brief. It is refreshing, 
indeed, to me as a used car dealer to see that members 
of the Legislature of Ontario are investigating the 
abuses of credit being perpetrated on the citizens they 
represent. This Committee has an unprecedented oppor- 
tunity to take action to eliminate the conditions 
responsible for these abuses and it is our sincere 
hope that you seize it. 
This brief, if I may call it that, 
is probably the most unorthodox of all you will be 
exposed to. And I beg the Committee's indulgence for 
my lack of experience in preparing one. I assure you, 
however, that I shall try to be brief and to the point. 
In January of this year I was elected 
President of a newly formed organization which we 
called FAIR, the Federation of Automobile Independent 
Retailers. Although the name is grammatically incorrect, 
it conveys our motives as automobile dealers in both new 
and used cars. We are sickened and appalled by the 
conditions which permit and propogate an ever-increasing 
number of unscrupulous and unethical dealers in our 
community and we felt that we must fight these conditions 
FAIR was formed to focus attention 
on the inequities and inadequacies of our laws,at both 


municipal and provincial levels, to the rights of the 
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public as well as the legitimate businessman to fair 
dealing in buying and selling automobiles. Certainly 
there is a definite element of self-interest in our 
motives but by far the greatest benefactor of our 
proposals is the car-buying public. 

FATR was and still is a fledgling 
group. In fact our original membership of 46 dealers 
has shrunk to 38. The reasons will soon be obvious. 

We tried our wings on May lst, 1963 when Arthur Maloney, 
Q.C., acting on our behalf, presented a brief to the 
Metropolitan Licensing Commission of Toronto, a copy of 
which I have with me, calling for the urgent enforcement 
of existing legislation to regulate the licensing of 
automobile dealers. Our brief further asks that new 
legislation be passed to require the bonding of dealers 
as a condition of licensing. 

The last knowledge I have of the 
outcome of our representations is that on July 25th, the 
Executive Committee of the Metropolitan Council decided 
to recommend to Council that legislation be requested, 
giving the Metropolitan Licensing Commission, instead 
of the Province, the power to license, regulate and 
govern persons engaged in the business of buying and 
selling used motor vehicles in the Metropolitan area, 
and the power to revoke any such licence. 

When adopted by Council this will 
constitute a direct request to the Minister of Municipal 
Affairs for appropriate legislation. We were further 
reassured that our representations were unanimously 


approved and that all is being done as expeditiously as 
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possible to accomplish the desired result. 

Since that date of July 25th, we 
have heard nothing. And while we understand that the 
processes of law are painstakingly slow, it is a shame 
that so many more people are being victimized daily 
by the unabated machinations of the dishonest dealers. 

Our brief also drew the Commission's 
attention to the alarming and indiscriminate issuance 
by the Department of Transport of Ontario of Provincial 
Class A licences which one must have to buy and sell 
automobiles, and with which one can obtain a vendor's 
permit exempting the payment of sales tax. Let me 
say, at this point, that it seems incredible to me 
that the one and only requirement needed to obtain this 
Class A licence is $25.00. No requirement as to good 
faith, reputation, past history, financial worth, 
location of business premises or, indeed, any evidence 
of responsibility or integrity is needed. How can 
anyone justify the fact that the worst renegade in 
this Province can be licensed to buy and sell automobiles 
in a matter of minutes, simply by paying out $25.00 to 
someone across the street from where we now sit. 

Even as we sit here there are over 
1,200 Provincial Class A licences issued in Metropolitan 
Toronto alone, an area that has less than 200 car lots. 

I respectfully submit to this 
Committee that the unwarranted and indiscriminate 
issuance of Class A licences makes possible the worst 
abuses of consumer credit in the field of automobile 


financing. The dealer, more than anyone else, is in a 
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position to misrepresent the true cost of credit. In 
selling an automobile he arranges the financing of it. 
He quotes the finance charge and terms of the contract 
as to the number and amounts of the payments. If the 
dealer is unscrupulous and unethical, the purchaser 
hasn't got a chance. In my opinion the only real safe- 
guard for the purchaser is the integrity of the dealer. 
It is a sad commentary on the state of the automobile 
business, particularly in Toronto, that the ranks of 
the legitimate dealer are dwindling as the result of 
the unfair competition of an ever-increasing number of 
deceitful and dishonest dealers. 

Just since FAIR was formed last 
January, at least eight of our members have gone 
bankrupt or dissolved their businesses as a direct 
result of this competition. No legitimate dealer can 
afford to be indifferent to the loss of business he 
suffers due only to the dictates of his own conscience. 
Those who are without conscience or integrity find it 
simple to prey upon gullible bargain hunters without 
fear of losing their licence. 

Why bring up licensing to this 
Committee? The answer lies in the fact that the 
instruments of credit are the means by which the public 
is bilked by the dishonest dealer. The days of putting 
sawdust on the rear end are gone. Nowadays the smart 
way to cheat is to show the prospective buyer a good 
ear at such a ridiculously low price that he just can't 
get his money out fast enough, Take him in the office 


and have him sign a bill of sale as well as a blank 
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conditional sales contract and promise delivery, "as 
soon as we check your credit", 

Consider for a moment the possibilitie 
for profit available to bite dealer. He can Keep the 
deposit or down payment by telling the purchaser that 
"Your credit is no good", "Our finance company turned 
you down". Or, if the bill of sale, which sometimes is 
just a receipt slip, is sufficiently obscure and the 
buyer's credit good enough, he can then deliver the 
car, using the quoted sales price as the amount to be 
financed. His explanation for this could be that the 
cash down payment had to cover the cost of the credit 
investigation or simply that the buyer misunderstood 
the salesman. 

Another possibility is available, 
that of setting the payments higher than those quoted. 
In fact, there are so many choices for cheating open 
to the dealer selling cars on credit, that those whose 
honesty and integrity keeps them from temptation, 
deserve the protection the Province of Ontario can and 
must give them if they are to survive. No game of 
dealer's choice ever raked as much hardship on the 
consumer as this misuse of the instruments of credit. 

Many people think of the used car 
dealer as a charlatan, racketeer, or, as one of our 
magistrates put it, "an awful bunch of connivers. " iby 
ever a group of businessmen suffered a poor public image 
it is ours. And yet it is my sincere conviction that 
the legitimate used car dealer serves the people and his 


municipality, province and country, in a manner comparabl 
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to that of the most highly regarded business endeavour. 

How many people would be able to 
afford new cars if it weren't for the ready market that 
exists for their trade-in? How many people would be 
able to go to work, to shop and to travel, if there 
were no used car market in which they could buy a car 
within their means? How many people buy a used car 
and immediately lose between six and twelve hundred 
dollars in depreciation? The answer is few, very few. 
It might be interesting to note that just 36 of the 
members of FAIR paid nearly $235,000 in business and 
realty taxes to the City of Toronto in 1962. It 
is probably more interesting to the members of this 
Committee that these same dealers remitted over 
$574,000 in sales tax to the Province of Ontario in 
1962. Unfortunately, however, no such bonanza was 
forthcoming from us to the Department of National 
Revenue of Canada. Nevertheless the desire to be able 
to do so is still very strong on our part. 

Aside from taxation, car dealers 
contribute substantially to the general economy in 
another manner and that is by employing a considerable 
number of semi-skilled and unskilled labourers thus 
alleviating the unemployment situation where it is 
most felt. With these facts in mind, surely it is 
not unreasonable of me to suggest that the legitimate 
car dealers be allowed to voice their criticisms and 
recommendations regarding other factors affecting 
consumer credit. 
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Singleness of purpose expressed by another and much 
larger group of automobile dealers who only opposed 
disclosure of the rate of interest by finance companies. 
Although I, too, am indebted to a finance company, I feel 
to say that any finance company that can produce the 
wide variety of extremely explicit rate charts now in 
use would surely be equipped to disclose its rates of 
interest in percentages as well as dollars if a uniform 
method of calculation was required of all lending 
institutions. Certainly the finance companies are 
capable of arguing their own causes. But as a dealer, 
let me say they perform a valuable service for the 
public at large as well as the automobile industry. 
No bank has yet seen fit to risk their money on all 
the needs of the automobile dealer as finance companies 
have done. Nor have banks been willing to lend enough 
people enough money to accommodate their automobile 
needs. A quotation from an old copy of the Reader's 
Digest comes to mind in this regard: "A bank is a 
place that will lend you money if you can prove that 
you don't need it". Although the banks of today are 
more liberal and much more aggressive in the field of 
consumer credit than ever before, a vast majority of 
their automobile loans are made only to the cream of 
the crop of borrowers and then at a much more remunera- 
tive rate than they would get on a personal loan. 

Most of the lower income group have 
to go elsewhere so that those who can least afford it 
are more susceptible to high borrowing costs. Profit 


seems to be a dirty word when applied to an automobile 
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dealer or a finance company, but when it is applied to 
banks and their record breaking financial statements, 
it almost becomes revered. There is no doubt that the 
banks of this country do a great service to the country 
and the people in it. But let us not forget that they 
do it for a price. If the finance companies charge a 
higher price within reason, they are entitled to it for 
the risks they take are greater, The worst criticism 
one can make, and it is a strong one, of finance 
companies, is their lack of discrimination in supporting 
questionable dealers. It is almost impossible for a 
dishonest dealer to stay in business profitably without 
the use of the credit facilities and yet these facilities 
are extended freely by companies that are willing to 
look the other way simply because there is money in it. 
It is high time that the finance 
industry insisted on a code of ethics for their dealers 
to use in their dealing with the public. In referring 
to a code of ethics, another sore spot greatly detri- 
mental to the common good is the almost incredible lack 
of responsibility shown by some of our newspapers and 
even the odd radio station in accepting advertising 
that is designed solely to dupe, deceive and defraud, 
although they all claim to subscribe to an advertising 
code of ethics. Can anyone condone newspaper acceptance 
of such blatantly deceptive ads that read: "100%, full, 
one year guarantee. Parts and labour available at 
extra cost". Or, "One year cost price guarantee on parts 
and labour", Or, "$50.00 cash if we fail to finance 


you a car", Or, in huge type, "6%", and then in the 
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smallest type possible, "If you qualify". Is it 
possible that the newspapers believe that finance 
companies really dispose of their repossessions through 
so-called finance compounds? And do they never feel 
compelled to verify the bona fide nature of some so- 
called acceptance companies? And do they believe that 
177 people had to nage the country last week and left 
their repossessed cars behind? So that all one has to 
do is come in and take over the payments. One enter- 
prising radio station blared out the general advertising 
ingenuity after first barraging the air with a voice 
from an echo chamber yelling, "Reposs, reposs, reposs”, 
Code of ethics? Advertising standards? I respectfully 
submit to you that this prostitution of advertising 
media results in more public hardship than does the 
most exorbitant rate of interest. 

As you have probably gathered I am 
no student of Dale Carnegie's book, How to Win Friends 
and Influence People, especially those in high places 
and power. But if we ever needed the truth about 
lending, the time is now. There is so much more to be 
done than to just disclose the percentage rate of 
interest. 

If I may, I would like to summarize 
some recommendations of ours in a credit credo, We, in 
FAIR, believe that legislation should be passed which 
would licence automobile dealers on condition that they 
(a) operate from a business premises which they own or 
rent, (b) be required to bond themselves with a bona 


fide bonding company which would safeguard the public 
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from fraud and chicanery, (c) to establish a uniform 
method for disclosing rates of interest for all lending 
institutions which will be simple enough to explain to 
the borrower, (d) require the dealer to be able to 
prove that an automobile is in truth a repossession 
when it is offered for sale, (e) place a degree of 
financial responsibility on advertising media in proven 
cases of false and misleading advertising. It would 

be a comparatively simple matter for these media to 
verify the ads they publish by employing the services 
of sample shoppers, as large department stores do. 

(f) May we also suggest the urgent need for a central 
eyeteu of lien registration. Ontario i8 one Province 
that desperately needs new legislation in this regard. 
Private purchasers as well as dealers are never safe 
from financial ruin because there is no sure method of 
clearing title to an automobile. Although the public 
is protected by the dealer, provided he is ethical and 
solvent, there is no doubt that the losses incurred in 
this manner are eventually borne by everyone. 

The adoption of proposals such as 
these are vital to the best interests of all the people 
in the Province of Ontario. It is in your power to 
recommend new legislation to eliminate the inequities 
in the field of consumer credit. In speaking for the 
members of FAIR, I respectfully urge you to take action 
as soon as possible to enable the people of this 
Province, and its businessmen, to deal with each other 
in a manner that is good and equitable md right. 


In conclusion may I express to you my 
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sincere gratitude for this hearing. It restores one's 
faith in democratic government to know that even a 
used car dealer may be heard. 

On behalf of the members of FAIR and 
myself, let me wish this Committee great success in its 
endeavours. I am certain that it will be a credit 
to the consumer. 

THE CHAIRMAN: Thank you, Mr. 
Davidson. A lot of thought has gone into your brief. 

I think it is very good. Do you have a question, Mr. 
Sedgwick? 

MR. SEDGWICK: Yes, I have quite a 
few. Mr. Davidson, on page 1, the first paragraph and 
again in your concluding paragraph, you say that you 
speak as a used car dealer. Then I see in the second 
paragraph on page 1 you say that you deal in both new 
and used cars. Do the members of your organization deal 
only in used cars? 

MR. DAVIDSON: No, Mr. Sedgwick, they 
deal -- there are some new car dealers associated with 
us. 

MR. SEDGWICK: Yes. Do you, your- 
self -- 

MR. DAVIDSON: I, myself, deal in 
used cars. 

MR, SEDGWICK: Only? 

MR. DAVIDSON: Well, I shouldn't say 
-- there are times when we do act as a sub-agent in a 
sense. 


MR. SEDGWICK: You are not a fran- 
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chised? 

MR. DAVIDSON: No, we're not a 
franchised agent. 

MR. SEDGWICK: No. Well, that's what 
I was getting at, eligibility. That is, you will accept 
as members dealers in used cars only or déalers in used 
and new cars, is that right? 

MR. DAVIDSON: We will accept any 
automobile dealer who is ethical, whether he sells new 
or used cars. The other association that was here 
accepts only new car dealers. 

MR. SEDGWICK: Yes, franaqhised 
dealers. 

MR. DAVIDSON: Right. 

MR. SEDGWICK: Then on page 2 under 
the heading of Credit Provincial Licensing, just what 
is the difference or what will be the difference between 
provincial and municipal licensing? 

MR, DAVIDSON: Well, we felt that 
the problem was primarily of interest in Metropolitan 
Toronto where, as I pointed out, there is 1200 provincial 
Class A licences as opposed to 200 car lots, with the 
thought that the provincial licensing regulations are 
slower to bring about in terms of what we would like to 
see. We felt that we should make our representation 
to the Metropolitan Council. And they are in a position 
to pass legislation there that would certainly clean up 
the situation in Toronto, or help to. 

MR. SEDGWICK: I was coming to that. 


Toronto isn't all of Ontario. Is it your suggestion that 
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provincial licensing of car dealers be abrogated and 
that the matter be left to the various municipalities 
to licence them as they see fit? 

MR. DAVIDSON: Normally I would think 
that the Province should be the final issuer of the 
licence, but on the application for licensing with the 
Province it declares that the licence is granted 
providing that the municipal by-laws are adhered to. 
This, in a sense, is sort of a double type of protection 
where you can't get a provincial liaente without 
municipally being acceptable. 

MR, SEDGWICK: So you have another 
licence. You have first a municipal licence and then 
almost as a right the holder of a municipal licence 
gan iget a provincial licence, is that it? 

MR. DAVIDSON: Well, it could work 
that way, Mr. Sedgwick. 

MR. SEDGWICK: I just want to know 
what your suggestion is. Or is it your suggestion that 
the Province move out of the licensing field and that 
the municipalities move in? 

MR. DAVIDSON: We feel that it is 
certainly a problem in Toronto and possibly we are 
narrow in our outlook in thinking that this is the place 
to start. 

MR. MacDONALD: Are your members 
exclusively in the car business? 

MR. DAVIDSON: Yes, Mr. MacDonald. 

MR, SEDGWICK: You say that there 


are 1,200 dealers. When we had before us the Toronto 


re hou dane ets a2 sxe ot saa ot 
tot Sag want ae Md. 
bon L Uitkeion smoecrma oe 


fl at ‘ois te wetiouk iat sit oo Dfomin epaivowh) vr eat fe -_ 


an) 
7 


ys Bult ba0. Sekeuroty Ta aehieeltogs edd me tne veel 


“ay 
7 


- 7 Pp Revhetg Al*senoots aiid vei! gota toed nt peekvOnh | 
yee Renetibe Hin auei-¥E /ogtncagm whe harks” eachpee h 
Bee (Re Sand sludoh » Uo “noe st, c80e + ee 
| busts 9onnns| I Atertcvestt ; $3. 2) aa6 oay, @tOnw 
cook ached icemaker! 


avant Let .@odooky FER 
tote ge teomls 


font vote, i tegy aie ya iy 


ye 


al sobteepgin ouey teaw 
Ls nh Lo ta, Oth alee aT | 
tel ae cotsacenpenean wae a " 
ree") .6¥ SAORI: . | , 


Vldhakey has Ot OL raf cotton 


aids ici 


; q er soy Sth cataoae th 


aay 


eal! ati i i 7 a | 
| mans mura” 
mee? Tae: : 


-_ y 


uy 





ANGUS, STONEHOUSE & CoO. LTD. 


TORONTO, ONTARIO 2493 





Automobile Dealers Association -- I'm looking at their 
brief -- they said that they represented 134 franchised 
new automobile dealers in the Counties of York and 
Ontario, excluding Metropolitan Toronto, -- and he 
said that 134 represented 90% of the new dealers in 
Metropolitan Toronto. It's so different a figure from 
your figure of 1,200 -- I was wondering -- 

MR. DAVIDSON: He was speaking in 
terms of 90% of the new car dealers. 

MR. SEDGWICK: Oh, I see. Then, 
presuming he is right, there is only about 140, would 
there be something like 1,000 or more used car dealers 
who are not franchised? 

MR, DAVIDSON: There are 1,000 or 
more licences that are issued, they are not necessarily 
dealers in the sense that they operate from any place 
of business. They do hold licences, though, to buy and 
sell automobiles. 

MR, SEDGWICK: Oh, so that they could 
operate from their house? 

MR. DAVIDSON: Exactly, exactly. 

MR. SEDGWICK: Then they must form 
the greater majority. 

MR. DAVIDSON: They do, they do. 

MR, SEDGWICK: I hadn't understood 
that. 

MR, THOMPSON: If I may interject a 
comment here. There are cases where people are buying 
a $2,000 car which involves a sales tax of $60.00 and 


rather than pay it they will go and pay their $25.00 and 




















ices tat 1h estima ait nt ane ps 
. Pies (kitoref he: sqettew gathers ape roe 
cae 
oe Hee 6 wera’ eg tert bebe a a 
pemsrs f 2eeotFFE be Wok . ote path rogodtem oe 
m= Ve2nobicw vaw 7 A294 TW SAgeRT HO ' 
Bp) iat Sion dew on votervad Je | MSS a 
| igtenk 05 von aot ti ee aa eee ; 


pee! son > (HO 2 ES. cae . . nf 5 






ao 
7 
ow 
7) 
” 
Log 
~ 
- 
= 
t 
= 
” 
Le 
& 
2 








>. 4 La 

| a) aT af ove a Oet Spee ine Ay ~via at ed sncuareonig oa 

pt |. Dues | Baa , | ia 

hi Pee Tae aso by 2s: Aw 9 el ist: 7 
| veut aseer? ton ota one 









i 
- 


ee OO! were wart = WeotlAd | Shae 
PE Mag ansos0 ale s Yo! .Cacual oes feck aebemeds éeiay’ 1, y ie 
i i y ; | | i. 1 a *— | 
be : ware lig VEG BOX) ofa iSy oul PANS: Gbaae Py a anelend ’ | yt 1 , 
et my toe Josnmsnt{ oad al vo Aue, | " vom 


| frre wavs 7003 ¢& at LOIWSS , ae | avi 








1etiege! 





(gitoon tidvex MORI rvi ae 


-_ dai das wade 8 2sOLVUAHe ae 


a s | . slate 









Hh vadt gor yerty OBE LIN . eee 
ee Ue aes ere ae | 


Baars sie 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 2494 





get a provincial Class A licence and a vendor's permit 
and take a car twice a year and in this way avoid the 
payment of the sales tax on a car that's personally 
owned. They are not in business at all. 

MR. SEDGWICK: I want you to under- 
stand that none of my questions are critical, I'm just 
seeking information. At the head of page 4, I think it 
starts at the bottom of page 3, where you give an example 
of dealings that amount almost to fraud. It doesn't 
really help this Committee to deal in generalities. 
Could you either here, publicly,or later in private, 
give the Committee names of people who have been guilty 
of practices of this kind and specific examples? You 
see, we can't inquire into a generality, I don't know 
whether it is so or not. If you said that a certain 
incident happened in April of 1963 and the dealer was 
John Jones, then the Committee, I think, might be able 
to do something about it. 

MR. DAVIDSON: Well, Mr. Sedgwick, 
we sort of anticipated this in the sense that I feel 
that there is more than ample evidence of the type of 
sales that I have described with the Better Business 
Bureau and with agencies who are dedicated to trying 
to clean up this part of the car business. 

MR. SEDGWICK: The Better Business 
Bureau appeared here but I can't recall that they gave 
us any examples of this kind, of the kind that you 
mention. In fact, I'm sure they didn't. 

MR, THOMPSON: I don't think they 


gave anything specific, but there are many of them along 
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the line, there are many examples in the Court Reaords 
daily. 

MR, SEDGWICK: I suppose then -- this 
is only a comment -- on the top of page 4 you say that 
the dealer can keep the deposit or down payment by 
telling the purchaser that his credit is no good and 
the finance company has turned him down. Do you mean 
that he takes the deposit and refuses the transaction 
and keeps the money? 

MR. DAVIDSON: Yes, sir. Yes, indeed. 

MR, SEDGWICK: I can't think that 
comes under the heading of consumer credit. I should 
have thought that was criminal fraud. 

MR. DAVIDSON: I think so too, but 
unfortunately -- 

MR. SEDGWICK: I think when you get 
to criminal fraud that is a matter for some other body, 
the Crown Attorney of Ontario. 

MR. DAVIDSON: Well, I think they have 
some experience in this field. 

MR. SEDGWICK: That's certainly very 
bad and should be stopped. But it really has nothing 
to do with consumer credit, it's out and out fraud. 

MR. DAVIDSON: In a sense it has 
nothing to do with consumer credit except for the very 
fact that if it were not for the instruments, as I 
mentioned in the brief, of consumer credit, there is no 
way that this could be done. If the man wasn't in a 
position where he had to sign a conditional sales 


contract, for example, and there was nothing further 
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done -- it was just a case of taking a deposit on a 

car and absconding with that deposit, that would be 
something else. But in this case theytake the deposit 
in conjunction with signing the man up on a conditional 
Sales contract and therefore they can complete the deal 
if they see fit, they can refuse the deal if they see 
fit, as long as they haven't made delivery of the car. 
But in many cases they can just say to the man, if the 
deposit, say, is substantial enough to warrant it and 
the dealer dishonest enough, they can say to the man, 
"On the basis of what you have signed, we feel that 
your credit is not good enough and therefore you lied 
to us, you didn't give us accurate information and 
therefore we will keep you deposit as a penalty of this”. 

MR, SEDGWICK: I would think he 
would certainly be liable, civilly. 

MR, DAVIDSON: I would think so too, 
but, as I say, this is happening, Mr. Sedgwick, and 
except for those few people who are careful enough to 
consult their lawyer after this type of experience, it 
goes on unabated. The real theory of ours is that the 
only way you can stop a crook is by refusing him the 
privilege of doing business. 

MR, SEDGWICK: That comes back to 
your suggestion as to a much stricter licensing code. 

MR, DAVIDSON: Exactly. 

MR. THOMPSON: Where this relates 
more closely, I think, to the field of consumer credit 
is in this way, that you find out that the man who has 


his deposit held as a penalty has recourse through the 
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Civil Courts. But the thing we have to keep in mind 
is that these poor people, they don't have the money 
to go and hire a lawyer to fight it for them. I think 
the dealers have to accept some responsibility to the 
public because they just can't do it on their own. They 
have to give up their $25.00, they can't afford to fight 
for principles. It will cost them another $50.00 to 
get it back, 

MR, MacDONALD: This is precisely 
the point. I know of a case where it's a $50.00 down 
payment and they used arguments that they had done 
something for it, but really walking out with the $50.00. 
What's the fellow going to do? Is he going to hire a 
lawyer and pay him $100.00 to take it to Court. 

MR. SEDGWICK: I'm not being critical, 
Iwas just -- 

MR. DAVIDSON: Well, we are critical. 
(Laughter) 

MR. THOMPSON: Where I think it 
enters the field of consumer credit too, is in this 
way: The dealer who pulls this sort of trick is also 
the man who says to John Doe, "Here, sign this contract 
in blank. Your payments will be $40.00 a month", which 
the man and his wife have somehow been able to squeeze 
out of the food and clothing budget and so on. When 
he gets his copy of the contract in the mail, if he gets 
one at all, several weeks later, they don't charge him 
$40.00 a month, it's likely to be $60.00 and on a small 
budget anybody knows what this is going to do to him. 


These people are out of business before they get started. 
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MR. SEDGWICK: And then on page 6 
where it says, ..."yet, these facilities are extended 
freely by companies that are willing to look the other 
way simply because there is money in it", It has 
been suggested to this Committee that the finance 
company that lends on paper of this kind or in connection 
with durable goods at all, might have no recourse except 
the recourse of the item itself. They can repossess the 
ear if they like but they couldn't sue the signer of 
the note. The full security would be the car or 
refrigerator or whatever it was on which they lend their 
money. If it is true that that is so in at least one 
Province in Canada, had you considered that as being 
a remedial suggestion? 

MR. DAVIDSON: I don't. I feel, first 
of all, the very fact that the consumer has experienced 
what is called a repossession and a reflection on his 
credit that entails for the rest of his life, is a very, 
very bad side effect of this type of thing. 

MR. SEDGWICK: Suppose that the 
holder of the paper, suppose all he could do was 
repossess and not sue the signer of the note for any 
deficiency. Do you think that might check some of 
the practices of which you rightly complain? 

MR. DAVIDSON: It would pereuahas 
help but I don't think it's the overall answer. 

MR, SEDGWICK: oh, it may not be. 

MR, THOMPSON: It gives a lot of 
protection to the public but it gives none at all to 


the dealer because we need protection in this way; for 
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example, the people who don't make payments on cars 
are very often the irresponsible type who don't take 
care of them and conceivably they can give you your 
car back with much greater than normal depreciation 
which would put the dealer in a loss position and I 
don't think this would be fair from our point of view. 

MR. SEDGWICK: It's my recollection 
-- I think I have it here -- that under the English 
Purchaser Act the owner, that is, the lender of the 
money, is denied the right to seize the goods except 
by Court Order and as soon as one-third of the price 
has been paid. Do you think that might be fair? 

MR, DAVIDSON: Automobile pricing 
today is so flexible that just setting one-third, I 
don't think necessarily would accomplish too much, Mr. 
sedgwick,. It's quite conceivable for a man, for 
example, buying a brand new car. One man could go out 
and buy that car for $4,000 and another man who is a 
better shopper could buy that car for $3,200. Now if th 
man who bought it for $4,000 had paid one-third of his 
money towards it, it still leaves a vast gap. 

MR. SEDGWICK: I'm aware of that, but 
it might make dealers a little more careful. Instead 
of selling for a dollar down and a dollar a week they 
might protect themselves by getting some deposit that 
pore a reasonable relation to the risk in getting the 
balance, 

And then under the English Act -- and 
this apparently has worked since 1938 -- the buyer, that 


is, the purchaser,has the right to return the goods and 
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end the agreement by paying the instalments due and 
picking the amount paid, if he has paid less, up to 
one-half of the total purchase price. That is, if the 
car is $4,000 and he has paid $2,000 and is unhappy, 
he can return it and end the agreement. What do you 
think of that? 

MR. DAVIDSON: I have never heard 
of this before, but I think thats good. I truly do, 
because it will do two things. First of all it will 
stop people from buying over their heads -- 

MR, SEDGWICK: That's what I had 
in mind -- that's what they had in sind in England. 

MR, DAVIDSON: They will accumulate 
money to buy the car properly and when we sell them 
then we have got a safe transaction. It might delay 
business by six months but the net result would be the 
same. 

MR, SEDGWICK: I am as worried as 
you are, as stated on page 6, about deceptive advertising. 
I suppose it is in a sense related to consumer credit 
but there again do you have any of these advertisements 
that we can look at? You speak about remedies. I 
suppose you are aware that there is a false advertising 
section of the Code and there have been prosecutions 
under it involving well over a quarter of a century. I 
know I prosecuted the Canadian Tire for false advertis- 
ing. They were advertising a six ply tire which was, in 
fact, only four ply. And I think the same section has 
been strengthened since, and would apply to both of the 


examples which you give. I wouldn't have any useful 
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opinion unless I could see them. Do you have any of 
those advertisements? 

MR. DAVIDSON: I didn't bring them 
but they are readily available. 

MR. SEDGWICK: Could you let Mrs. 
Dell have some of them? Not now, but at some later 
time. 

MR, DAVIDSON: Yes. 

THE CHAIRMAN: Mr. Irwin, do you 
have a question? 

| MR, IRWIN: Mr. Chairman and Mr. 

Davidson, my questions are mainly complimentary. I 
would make this observation, to your credit, that despit 
your apology for lack of experience in presenting 
briefs, you succeeded in presenting a very interesting 
and fair one and have opened up some very interesting 
new grounds. I think that it's good that you place, 
as on page 5, the question of the disclosure of interest 
in it's perspective with other abuses otherwise related 
to consumer credit. I recognize that the disclosure 
of the rate alone is not the sole answer to many of 
these problems. Specifically referring to Mr. Sedgwick' 
questions about the manner and means by which these 
unscrupulous dealers manage to retain the original 
deposit; I perhaps ask this out of ignorance, but is 
it not possible that before one could assess just how 
they are doing this you would have to actually see the 
contract that was signed. I understand they do sign 
a contract in which the amount of the deposit is stated 


and I suppose that if there were some wording in that 
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contract drawn up by a bright lawyer, that it could 
be such as to be a fee for investigation or something 
like this which, perhaps, would be similar in nature 
to the fee that is paid and collected on application 
for a loan, for a mortgage loan, about which we have 
heard in this Committee. Perhaps you would like to 
comment on that? 

MR, SEDGWICK: Well, I don't know. 
That's why I asked for specific examples. I really 
don't know. Generalizations aren't very helpful. It 
may well be that there is some clause that says that 
if the credit is refused they can keep the deposit of 
$25.00 or $50.00 for their efforts in endeavouring to 
secure financing. But I feel, Mr, Irwin, that I can't 
make any useful recommendation unless you have some 
concrete examples. 

MR, DAVIDSON: Well, unfortunately, 
as I say, we don't have any specific examples with us. 
We felt that the very fact that we suggested that this 
happens, in itself, and we are speaking in all honesty 
in saying so, might be enough to induce the Committee 
or other powers that be to take action to investigate 
this type of thing. 

MR. SEDGWICK: We merely just want 
to know where we can look, 

MR. DAVIDSON: The place to look, I 
would think, as I say, is certainly in as far as the 
Better Business Bureau is concerned and I also feel 
that the Auto Squad of the City of Toronto has, as 


their province, the investigation of this type of thing. 
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1 MR, IRWIN: Who has? 

2 MR, DAVIDSON: The Auto Squad of 

3 the City of Toronto. 

4 MR, IRWIN: Do they? 

5 MR. DAVIDSON: Oh, yes. As a matter 
6 of fact, when we presented our brief to the Licensing 

7 Commission, Inspector Holmes of the Auto Squad and 

8 Detective Sargeant Craven were attending and certainly 
9| attending sympathetically. 

10 MR. SEDGWICK: Probably Inspector 

11/ Erskine of the Provincial Polige -- have you anything 
12| to do with him? 

13 MR. DAVIDSON: No, I have not. 

14 MR, IRWIN: One other thought and, 
15 I think for the record it is important to draw 

16| attention to it, although again, as I said earlier, 

17 the mere disclosure of interest rates is not necessarily 
18] the whole answer, but on your page 5 it is refreshing 
19| to see someone from the automobile business say, and 

20 I quote, "I feel free to say that any finance company 
21 that can produce the wide variety of extremely explicit 
22 rate charts now in use, would surely be equipped to 

23 disclose its rates of interest in percentages as well 
24 as dollars", Following along from that, I already know 
25 but I'll ask anyway, that in some cases with oud dealer 
26 they produce whatever rate chart they think would be 

27| of most advantage to them. There isn't just one rate 
28 chart available to the salesman or the accounting staff 


29 that backs him up, but depending on the feel of the 





salesman towards the customer's capacity for gullibility, 
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he will produce that rate chart which he thinks will 
be most beneficial. 

MR, DAVIDSON: I might also point out, 
Mr. Irwin, that there is another capacity of the 
customer that sometimes has a bearing on the rate chart 
that is used too, and that is the capacity of the 
customer to bargain in many cases affects the sale in 
such a way that the dealer feels that his only recourse 
is to use a more profitable rate chart. 

MR. IRWIN: So that adding one more 
rate chart wouldn't add too much to the confusion that 
already exists? 

MR. DAVIDSON: No. 

MR, IRWIN: On page 6 also, I think 
there is a very interesting new suggestion, about 
the middle of the page, which Says, and I quote, "It is 
high time that the finance industry insisted on a code 
of ethics for their dealers to use in their dealings 
with the public". I don't know as this has been 
expressed in a broad way before. I won't elaborate on 
that but just to close with a little facetiousness, your 
concluding line is, on page 8, "I am certain that it 
will be a credit to the consumer", I don't suppose 
there was a play on words or a pun intended there, was 
there? 

MR. DAVIDSON: Well, that's right. 
(Laughter). 

THE CHAIRMAN: Mr, Lawrence? 

MR. LAWRENCE: Mr. Davidson, I 


wouldn't apologize for the tenor, the language or the 
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arguments presented, I think it is a very excellent 
brief. I'm glad you are not going to let yourself 

be backed into the corner. Perhaps Mr. Sedgwick wants 
to back you in there, I don't think it's your position 
or even this Committee's when people like yourself 

come before them to detail or be specific in some of 
these things. You will not be the accuser, at least 

as far as this Committee is concerned. I think we have 
all had instances brought before us of fraud, by 
constituents, on some of these things. I think the 
Courts are the proper Place to try those things. 

I think because of your knowledge 
and of your intention to clean up the small percentage 
of operators in the field that are dragging the whole 
industry down with you, I would hope that your Associ- 
ation would consider appointing a Counsel or getting a 
Counsel -- I see Mr. Maloney's name mentioned there -- 
to bring some of these cases to the attention of the 
Crown Attorney. 

MR. DAVIDSON: I1'11 be very frank, 
Mr. Lawrence, if I may answer that in this sense. When 
I said fledgling association, that is exactly what we 
are and we just don't have the means to absorb that type 
of service. 

MR, LAWRENCE: Well, there's another 
thing which Mr. Sedgwick has already mentioned, the 
eriminal code. This would not cost you any money to 
bring to the attention of the Crown Attorney some of 
the actions of some of the newspapers in this field 


and also it wouldn't cost you any money to point out to 
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BBB some of these radio advertisements either, 
Certainly it a duty on the part of the radio stations 
on this thing and I think certain action could be 
taken as far as Eedalteeusas held by some of the broad- 
casting companies if they are as bad as you said. 

MR. DAVIDSON: Well, I understand 
that they are sparely restricted in accepting advertisin 
as far as radio stations are concerned and certainly 
how anybody could possibly monitor this particular 
broadcast,could condone it,is beyond me. 

MR. LAWRENCE: Well, I don't see why 
you don't put the information before the Board of 
Broadcasters. I don't think you would need a high price 
lawyer to do that. 

MR. SEDGWICK: There are specific 
provisions, as you know, and reservations ae for 
misleading advertising -- 

MR. DAVIDSON: It all turns on the 
interpretation -- 

MR. LAWRENCE: In any event I would 
think it is your duty almost it nok one of the objective 
of your association to stop it. 

MR. DAVIDSON: Our objective is to 
bring this to your attention. 

MR, LAWRENCE: Well you have done 
it very forcefully too, I think. May I show the depth 
of my ignorance in this field, I didn't realize that 
the Department of Transport does issue or does have 
the power to licence any of these people. What are 


these things, are these licences issued to dealers or 
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to salesmen? 


WCC LY Lt) 
BAP ENN nS ae as 


MR. DAVIDSON: No, to dealers. 

MR. LAWRENCE: Dealers. 

MR. DAVIDSON: You have a provincial 
Class A garage licence, 

MR. LAWRENCE: Oh, I see, a garage 
ileence, 

MR. DAVIDSON: It's a garage licence. 

MR, LAWRENCE: And you cannot deal 
in the sale of cars, used or new, unless you have a 
Class A garage licence? 

MR. DAVIDSON: That's right. 

MR, LAWRENCE: But you can get a 
garage licence without having a garage? 

MR. DAVIDSON: Not only without a 
garage, you can have it without having Pe permanent 
address. You can use the Ford Hotel. 

MR. LAWRENCE: I see. I would agree 
with -you then, I'm glad you brought this to our 
attention because I, for one, certainly didn't realize 
that there was that angle to the story. That's some- 
thing we should certainly look into. 

Is there any licensing at the moment 
at all of salesmen? 

MR. DAVIDSON: No. 

MR. LAWRENCE: Because my experience 
has been when questioned by clients or constituents who 
ask me some of these things, that quite often the dealer 
will throw up his hands in mock horror and say, "Oh, it! 


that salesman again. Of course we fired him three weeks 
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ago". And that's it. (Laughter) 
MR. DAVIDSON: That's right. 
MR. LAWRENCE: Is there any licensing 
MR, DAVIDSON: No. 
MR, LAWRENCE: Of salesmen? 
MR. DAVIDSON: Not to my knowledge. 
MR, LAWRENCE: Do you have any 
suggestions to the Committee? Or would you like to -- 
MR. DAVIDSON: Certainly. Let's 
put it this way, when we are talking about bonding, 
which we feel cquld be a very effective control, first 
of all over the dealer, we also feel that no bonding 
company in its right mind would permit a dealer to be 
bonded without bonding his salesmen as well. So that 


the salemen also are committed to a course of ethical 


conduct. 

MR. LAWRENCE: Is Siar any 
association or any union as such -- I guess the 
Teamsters haven't gotten into the field as yet -- as far 


as salesmen are concerned. 

MR. DAVIDSON: I think they have 
tried, 

MR. LAWRENCE: Is there any way in 
which the car salesmen of this Province @an police 
themselves in any way that you know of? 

MR, DAVIDSON: No. 

MR. LAWRENCE: Nothing at all? 

MR, DAVIDSON: Not a thing. It's 


wide open. 


MR, LAWRENCE: And the dealer associ- 
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ations, are there any other used car dealer associations 
in Toronto? 

MR. DAVIDSON: Not to my knowledge. 

MR, LAWRENCE: Yours is the only one? 

MR, DAVIDSON: Ours is the only 
one. Well, the TADA is the Toronto Automobile Dealers 
Association. 

MR. LAWRENCE: Those are only 
franchised dealers? 

MR. DAVIDSON: Those are only fran- 
chised dealers. 

MR, LAWRENCE: There would be no 
industry-wide assoaqiation of dealers? 

MR. DAVIDSON: That's just it, there 
is none. I understand that in the States there has 
been a trend to setting up independent dealer organi- 
zations for both new and used car dealers, as diversi- 
fied from the National Association of Automobile 
Dealers. But that is all there is in the way of an 
association and quite frankly it seems to me that the 
Salesmen themselves, having regard for their responsi- 
bility to an employer, don't really require too much 
of an association as long as the employers themselves 
are in one. 

MR. LAWRENCE: I think your repre- 
sentations to Metro Council are quite intriguing. ; So 
often at the provincial level we get pressures on 
us the other way. I'm not so sure you are right. I 
don't know enough about it honestly to know whether 


you are right or wrong. But supposing it was taken out 
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of the provincial jurisdiction and handed over to the 
municipalities. I was just wondering if you wouldn't 
get a stream of operators set up on the (rest of 
sentence inaudible) 

MR. DAVIDSON: We considered that 
too. But of course the very fact of location in a city 
as large as Toronto reve eare of the widest coverage 
of used car sales, That in itself -- we are trying 
to start somewhere and we thought this would certainly 
be a terrific start. 

MR. LAWRENCE: If this Class A 
licence then was taken up -- I mean if your objections 
are that the provincial regulations have been pretty 
loose -- 

MR. DAVIDSON: Extremely, extremely. 

MR, LAWRENCE: Therefore you have 
gone to a municipality saying that,"If they don't do it 
you people had better”, Well if they did, in other 
words if the Province did tighten up, would you -- 

MR, DAVIDSON: This would be a 
tremendous asset. 

MR. LAWRENCE: Would you feel that 
this would be better than the municipality? 

MR. DAVIDSON: Yes, I aa absolutely. 
Our reluctance, if I may say so, to approach ene 
Province directly -- well, this is a very good example 
of it. I was informed that this Committee will be 
sitting next Spring as well as now, aside from sessions. 
Now at the end of the time that this Committee has 


completed its investigation, you will then take action 
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to make recommendations. All these things, Mr. Lawrence. 
take so much time and in terms of our fledgling group, 
frankly I don't think its life expectancy will survive 
to that time. 

MR, LAWRENCE: This business of 
the sales tax too. Does the Treasury Department issue 
vendor's permits to anybody who has a Class A licence? 

MR. DAVIDSON: Yes, they do. 

MR, LAWRENCE: They depend on the 
validity of the Class A licence? 

MR. DAVIDSON: Yes, that's right. 
It's ridiculous. Again I may be asked for evidence. 

I can only say something that I've heard, but I under- 
stand there are some people who are using as operating 
capital the sales tax that they collect. 

MR, LAWRENCE: Your comments in the 
middle of page 6, where it says, ‘The worst criticism 
one can make of finance companies is their lack of 
discrimination in supporting questionable dealers", 
This has been a point that some of the finance companies 
representations to this Committee -- of course when 
anybody gets before us they all wear a halo and -- 
but how can we really stop the transfer of bad paper 
on this thing? I agree with your criticism. I know 
some of these finance companies do need -- 

MR. DAVIDSON: They do. It's 
important. 

MR, LAWRENCE: You haven't made any 
suggestions -- 


MR. DAVIDSON: No. Obviously it is 
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a very difficult thing to try and -- particularly from 
a dealer's standpoint -- to try and tell the finance 
company what to do because in most cases we are supporte 
by the finance companies. But the finance companies 
seem to be so aggressive, they seem to feel the need 
for more dealer's business is so important to them that 
they are taking marginal and undesirable dealers on 
as accounts. It seems a crime that such a thing 
happens. Now again, you wouldn't have to really 
insist on a finance company policing their dealers if 
the licensing regulations themselves insisted on it. 

MR. THOMPSON: A few years ago here 
in Toronto, and I know whereof I speak but I won't name 
names -- a major finance company was supporting a major 
franchised dealer here in Toronto. They were adver- 
tising and selling new cars at less than their factory 
invoice prices and they wereadle to stay in business 
by means of what's called in the trade a "shuffle" 
where, as I mentioned earlier, where payments are 
quoted to the customer as $40.00 a month and given to 
him as $60.00. But this finance company must know 
what's going on from this dealer because everyone, 
as soon as they receive their copy of the contract and 
their payment booklet, their first reaction is going to 
be to call the finance company and protest most 
vehemently. So obviously what our brief says is right. 
They close their eyes to this thing because there is 
profit in it. 

MR. SEDGWICK: Would it be an answer 


-~ and this has been suggested here on a number of 
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occasions -- that the finance company should be subject 
to the equities existing between the dealer and the 
purchaser so that any fraud on the part of the vendor 
of the article would taint the paper to that extent? 

MR. DAVIDSON: It would certainly be 
an effective control. 

MR. SEDGWICK: It would seem so to 
me, for a number of reasons. 

MR, LAWRENCE: It would be quite an 
extreme, that control, there is no doubt about it, but 
if conditions continue in the state they are we have 
got to do something. 

MR. DAVIDSON: That's just it. 

MR, LAWRENCE: Well, thank you very 
much for your brief. There is one thing I would like 
to say, though, to the Chairman. I don't think we have 
to go to the Better Business Bureau at all if we want 
more examples of abuse in this particular field, Mr. 
Chairman. I think all you would have to do is make 
some forthright declaration right here now and the press 
will report it and I'll bet you we will have any number 
of people knocking at our doors from now until next 
week asking to be heard before the Committee, if you 
want to turn the Committee over to that sort of thing. 
I'm not so sure you do, or we do, or it should be, but 
I don't think we need to rely on any other ante except 
the power of the press here, if you want to have example 
of abuses in the field brought before the Committee. 

THE CHAIRMAN: I think as the result 


of the brief we have heard this morning we will 
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probably get a number of cases brought to our 
attention, Any questions, Mr, Bukator? 

MR. BUKATOR: Well -- 

A SPEAKER: Sir, as a member of the 
press, are you suggesting that we invite people to 
communicate -- 

THE CHATRMAN: No, but I say I 
think as a result of the brief we have had this 
morning that a number of cases probably will be 
brought to our attention, of the types that have been 
mentioned in the brief. 

MR, BUKATOR: I consider myself 
quite a courageous little man -- (laughter) -- but 
I don*t know where this man, or what he eats for 
breakfast -- I'd like to find out. (Laughter). 

You have taken a very bold step. You have no doubt 
calculated this all before you presented this brief. 
You are dealing with some pretty rough customers in 
this used car business that are not established in 
any particular garage or business establishment. So 
I want to commend you for your forthright attitude. 
Somebody had to take the bull by the horns and you 
certainly have done that. I like this one item Mr. 
Irwin read to you --"I feel free to say that any 
finance company that can produce the wide variety of 
extremely -- 

MR. DAVIDSON: Explicit -- 

MR. BUKATOR: I can't even read 
those words -- 


MR, DAVIDSON: I must apologize for 
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the -- 

MR, BUKATOR: -- rate charts now in 
use, would surely be equipped to disclose its rates of 
interest in percentages as well as dollars, if a. 
uniform method of calculation was required of all 
leading institutions", Now, I go back -- 

MR. DAVIDSON: Lending institutions. 

MR. BUKATOR: Lending. Now, I go 
back to the banks and if I recall rightly I have 
promised to pay on demand to the bank of so and so 
$1,000 at the rate of interest of 6%. I am wondering 
whether when we come to that, Mr. Chairman, where we 
have possibly decided to agree that the rate of interest 
should be put in this contract. But when the man says 
he will buy that car for $1,200 and that he has 
agreed to pay a true rate of interest of 7%, why does 
it have to be calculated to the last dollar at that 
time by that salesman if he's not capable of it. Many 
salesmen cannot do it on the fender of a Gareeee cus 
in the bush someplace because he hasn't got the 
necessary thousands of charts. But if I was to sign 
a contract for $1,000 in exchange for some unit at 
the rate of 7% true interest, I would know that there 
was going to be a 7% true rate of interest. Then the 
man could say approximately so many dollars. I 
know you don't like this approximate bit, put there 4% 
is in facts and figures. A true rate of interest on 
whatever the figures may be. It's as simple as that. 
You do it with your banker. You don't say to the 


banker on that demand note, "How much is it going to 
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cost me at the end of three months?" If you have got 
your head screwed on right you know what it is going 
to cost you in six months time or whenever you take 
advantage of this demand note or pay off a portion and 
then pay 6% on the unpaid balance. 

I like you brief, I like your 
attitude and I wish you luck, 

MR, DAVIDSON: Thank you. 

MR. BUKATOR: You may need it. 
(Laughter). 

THE CHAIRMAN: Mr. MacDonald, do 
you have any questions? 

MR. SEDGWICK: What if the banker 
sayS approximately 7%? 

MR, BUKATOR: I don't say approxi- 
mately 7%. I'm talking about -- 

MR. SEDGWICK: You can't say 
approximately anything. 

MR. BUKATOR: No, you can't. But 
you can say the exact figure of percentage, that case. 
I didn't mean to convey anything other than that. 

MR. MacDONALD: Well, Mr. Chairman, 
nothing I can say by way of commending these witnesses 
can add to what has been said other than, I think if 
we have got a few funds at the disposal of the Committee 
we should strike a medal for them. 

I have a suggestion I want to raise 
with the Committee, though. This is not a new experi- 
ence. I sat on a Committee looking into the Labour 


Relations Act about six years ago and we had come before 
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the Committee on one instance, allegations of wide- 
spread -- in fact not so widespread -- instances of 
intimidation, criminal activity. It had to do with 
the alleged operations of the Teamsters in Connie 
Smythe's gravel pits up north. The net result of the 
Committee in this instance was that the Chairman of 
the Committee, the late James Maloney, put the man 
under oath, took the evidence, took it to the Attorney 
General's Department and a Royal Commission was set up 
to imyeatigate it. And we resolved that. Before the 
Committee was finished we had another brief. Unfor- 
tunately it came from Trade Unions and therefore it 
didn't get the same credence before the Committee. It 
was a brief that came and said that there are wide- 
spread operations in this City of contractors who are 
guilty of criminal activity in that they will put on 
the outside of a pay envelope a certain number of 
dollars and inside there are fewer dollars and the 
worker objects to it, they correct it and then they 
lay him off the next day. Civil violations, such as 
vacations with pay and things of this nature. And 

the Committee did nothing. In fact, Mr. Sedgwick, 
what they did was what you did a bit of, "Can you give 
us evidence?" And they quite rightly said, "We don't 
want to give you evidence. This is so widespread, this 
is your job to dig it up”. And nothing happened until 
two years later, we had a violent strike in this City, 
and the members of the Labourers Union focused attention 
on it ad we had to go to a Royal Commission and now, 


presumably, we are coming to grips with it. 
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1 Now the problem we face here is 
2 sure, this is a problem of consumer credit, but it 
3 verges into, beyond any shadow of a doubt, widespread 


4 illegal activity. Now I want to suggest, Mr. Chairman, 
5 that what this Committee should do, because there 

6 is some possibility that we are going to be re-estab- 

i lished in our work, certainly we are only starting our 
8 work, That rests with the Legislature, I recognize 

9 that. But I want to suggest that the Committee should 
10 request an investigation of this field by the proper 

11 authorities. I, for the life of me, just can't under- 
12 stand why various provincial government agencies and 

13 why municipal government agencies have winked at this 
14 kind of thing as long as they have. It puzzles me 

15 as much as the widespread tolerance of bookies in the 
16 City where policemen were walking past them. Now I 

17 understand this was common practice. But if we are 

18 going to be relieved of that portion of it which is 

19 really illegal and not within our jurisdiction, I agree 
20 with Mr. Lawrence, I don't believe it is our function 
21 to start bringing in these people and try to nail this 
22 down, it's the function of the Department of Transport, 
23 it's the function of the Metro Licensing Commission 

24 and various other bodies to get in here amd clean this 

25 field up insofar as the widespread illegality is 

26 concerned. Then we are left with our portion of the 

27 job. So I put the proposition to you: Is it, since 

28 we are likely going to be resuming in May or June, a 


29 feasible proposition to do what the Chairman of that 





Labour Relations Committee did in one half of the story, 
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namely dealt with the agents, to request the Attorney 
General's Department to investigate this field through 
whatever agency is necessary, the Department of 
Transport, the Metro Licensing Commission, it will have 
access to them all, and to resolve this. Because it 
strikes me as being incredible that this degree of 
illegal activity is tolerated and for some reason or 
other the normal administration of justice just is 
afflicted with a case of inertia. It is difficult 
to get words to describe it. 

THE CHAIRMAN: Do you feel, Mr. 
MacDonald, we should take some action as a Committee 
before we bring our report in.to the Legislature? 

MR. MacDONALD: What happened in 
the other instance md whether it was orthodox or 
unorthodox I don't know -- he was capable of unorthodox 
action -- but he got action. What he did was to a 
Chairman of a Committee -- in this instance with the 
sworn evidence of a man, because it was an isolated 
case of alleged intimidation in the instance of organ- 
izing the gravel pits of Connie Smythe. But I don't 
think you need to have specific evidence. I think 
anybody who decides they want to go into this can get 
evidence from a dozen and one places. Everybody knows 
where you can get it. In other words what we, in effect, 
would do, is to draw this to the attention of the 
Attorney General's Department and ask them to initiate, 
in whatever way they see fit, an investigation into this 
field with a view to cleaning it up. Then when we 


come back here in May or June we are in a position to 
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deal with what is really within our jurisdiction, 


namely the consumer credit angle of it, freed of all 
the fraud and deception and everything else. 

MR, LAWRENCE: Mr. Chairman, if Mr. 
MacDonald's suggestion is that in an interim report 
to the Legislature, and I assume it will be an interim 
report, but that's up to the Committee obviously, that 
the government appoint some sort of judicial investi- 
gation into the used car business and the licensing of 
dealers and salesmen in the Province and also, perhaps 
even in relation to the conditional sales agreements 
and how theyare takenand sold. If that is his suggestio 
that the Committee suggest this in the interim report 
I would certainly endorse it. 

MR. MacDONALD: I don't object to 
it going in the Committee's report except, with these 
gentlemen, I object to that degree of delay and I think 
it is unnecessary. We can put it in our report and 
we can say in our report we have already drawn this 
to the attention of the Attorney General. But in the 
earlier instance the Attorney General didn't wait for 
a report at all. In fact it was incredible the speed 
at which action took place in this instance. I think 
within a week of the testimony before the Committee 
and the representation to the Attorney General's 
Department, some Commissioner was appointed -- who was 
the Commissioner of that investigation? 

MR, SEDGWICK: I have forgotten 
but I remember Maloney's Committee very well. 


MR. MacDONALD: Well, some judge was 
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appointed to look into it. In other words our report 
is, in effect, we can't report now except that we have 
drawn this to the attention of the Attorney General's 
Department and, if by that time they haven't acted, 
then we can speak on it in the House and emphasize. 
But meanwhile they may act. And if they do, fine. 
There is some possibility we may have a report by the 
time we get back into action in May. 

MR, LAWRENCE: Can we ask you, as 
Chairman of the Committee, to inform the government 
or the Attorney General of the concensus of the thoughts 
of the members of this Committee at this stage, or 
does a member have to go out and bring it to the 
attention of another man who -- 

THE CHAIRMAN: What we are dealing 
with here is an investigation growing out of an 
investigation, really. I don't view the matter quite 
in that way. I think our job is to make a thorough 
investigation and bring in a report. Now we could 
consider, as Mr. Lawrence has mentioned, bringing in an 
interim report and bringing some of these things out 
in the report out of which an investigation might flow. 
As we know, certain things that have happened here have 
already had action from the Attorney General's Depart- 
ment, although we didn't do anything to bring that 
about as a Committee. It was brought about partially 
by Mr. Lawrence feeling that he should bring these 
things to the attention of the Attorney General. Whether 
it is the Committee's function -- 


MR. MacDONALD: Mr. Chairman, let me 
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put this in specific terms. I will move that you, as 
Chairman of the Committee, submit this brief to the 
Attorney General's Department, with the suggestion that 
the Committee feels that there are obvious areas of 
investigation beyond our terms of reference, and that 

we would appreciate his consideration of an investigation 
into that area beyond our terms of reference. And you 
can use the phraseology of Mr. Lawrence and maybe he 

will second the motion. 

MR. LAWRENCE: I will be glad to 
second it. The difficulty here, Mr. Chairman, is that we 
-- as far as the mortgage field is concerned -- we had 
an agency or officials already in the government who 
are aware of the problem, at least there was a focal 
point. I mean, if I had complaints I sent them to 
Simone. I had no right to investigate some of these 
things any more than the Committee has or you have or 
any member of the government. But here, as far as I 
know, there is no individual or agency of the Department 
that is investigating. 

MR. MacDONALD: In fact the agency 
that conceivably might investigate it, I would think, is 
the Department of Transport which is giving great garage 
A licences, and it strikes me that this is really ludi- 
crous., You are giving 1,200 licences and only 200 of 
them are for lots. The other thousand are, in some 
instances, without even a place of address, other than 
the Ford Hotel -- at least the witness testifies to this 
in this one instance. 


MR. LAWRENCE: I don't think we should 
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necessarily condemn -- I hope I am not going to be 
accused of playing politics here -- condemn the Depart- 
ment of Transport for the issuance of these licences 
until we at least have some representation from the 
Minister or somebody as to the purpose of the thing. 
iL mean there may be -- it looks pretty darn suspicious, 
I agree with you -- but there may be some other reason 
why these things are issued in this manner. But 
certainly we have all had instances of used car 
dealers, certainly in the City of Toronto, where there 
has been fraud involved. As a matter of fact, I almost 
-- it's against the criminal code, I know, -- but I 
almost had threatened a dealer here not too long ago 
of a prosecution under the Code -- theft by conversion. 
It had reached that stage. I'm sure it is within 
the experience of other members here too. I think 
the matter is important enough to bring it to the 
government's attention right away, especially this 
very good brief we have had. 

THE CHAIRMAN: What do the other 
members of the Committee feel about this? 

MR, HAMILTON: Mr. Chairman, it 
seems to me that -- presented this brief, we show it 
to the Attorney General -- that beginning with one 
commodity that is sold under these terms in the Province 
of Ontario. It seems to me that this could become a 
very broad thing reacing other commodities sold through 
the medium of financing -- stoves, televisions, refrig- 
erators, anything that's bought through financing -- 


so we must take into consideration that the investi- 
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gation might become so broad that we reach into the 
very lives of every resident of the Province of 
Ontario who has ever financed a commodity. This has 
to be done in a legitimate matter and probably it 
calls for new terms of reference for the Committee 
itself in dealing with the matter. 

MR, LAWRENCE: Well, I don't know 
if we are equipped, are we really, to take evidence 
and things like that? Are we equipped to sort of sit 
as a judge in things like this and have a high-priced 
Counsel appear before us and argue rules of evidence? 
I don't think we are. 

MR, SEDGWICK: (Sentence inaudible) 

MR. MacDONALD: Mr. Chairman, on 
Mr. Hamilton's point, I think his point is valid, this 
may go beyond, indeed. Two cases I would like to have 
the Committee look at -- resume dealing with that 
home improvement one and now selling of household 
furnishings like vacuum cleaners and so on. I think 
you have got the same problem in relation to your 
finance companies, but it seems to me if you limit Gs 
to the car dealers you will get some recommendations 
which we then can consider and in our final recommend- 
ations say, "This problem goes beyond the car dealers 
and we think the recommendations made about the car 
industry should be applied elsewhere”. 

THE CHAIRMAN: Well, I think what 
we will do is, if we can defer this motion, we will 
continue on with the questioning and then we will 


deal with this motion before we adjourn. 
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MR, MacDONALD: Well, I have a 
few brief questions I would like to pursue then, if 
we can get back to the consumer credit aspect of this 
representation. Do I take it then that you feel that 
a declaration of interest rates is a feasibility, is 
a feasible proposition? 

MR. DAVIDSON: I do feel that it's 
feasible. I don't think that it's particularly 
attractive in this sense, that once you get into this 
type of thing, in dealing at the point of sale, the 
point has been made many times here before, that the 
customer and even sometimes the salesman is not 
particularly well equipped to understand what the 
percentage rate of interest really implies. And from 
this standpoint alone, disclosing the percentage rate 
of interest, while I can't see any harm in it I also 
don't see that it's going to accomplish a great deal. 

MR, MacDONALD: Well, this is an 
old question. I just wanted to clear it. 

The other point that I wanted to 
raise with you is, what is your view on this business 
of kick-backs on finance charges to the car dealers 
from the finance company? We had a preliminary round 
of discussing this with GMAC yesterday. 

MR, DAVIDSON: Let's put it this 
way, Mr. MacDonald. I feel that the conditions under 
which we are now selling cars are such that very few 
dealers, particularly in the new car field, more so 
than used, very few dealers would be able to continue 


operations on the basis of the discounts that they are 
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giving away on cars, without some type of compensation 


from the finance company. Another thing that has a 





bearing on it is the fact that finance companies seek 
out the dealer for his business if he does the type 

of business they want and they try and make it as 
attractive as possible to the dealer and certainly any 
dealer would be foolhardy to say, "We just don't want 
to make any more money". 

MR. MacDONALD: In other words, 
to deal in the specific terms of the figures given 
to us yesterday, there was something like 5 3/4% 
discount but there was anywhere from a quarter -- on 
$50,000 sales -- to two and a quarter percent rebate 
over a million dollars. So that, in effect, it 
increases your -- reduces your discount 5 3/4 down to 
53 or down to 33 by these kick-backs. It still 
doesn't relieve us of a problem you have stressed and 
that is the extent to which the dealer, in effect, 
becomes the victim of the finance company, or a pawn 
of the finance company, under the control of the finance 
company. This is one way in which they are kept under 
control, Wouldn't it be better to say that you give 
amore generous discount and get rid of the kick-back 
because the kick-back is a means of capturing the 
dealer and holding him? 

MR. DAVIDSON: Well, it's difficult 
for me to answer that. There is a great deal of free 
enterprise in the sense of finance companies are 
looking for business continually and that, in itself, 


their very need for business from dealers keeps things 
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on a plane where the dealer is not really held in the 
finance company's power, He has the choice of changing 
affiliations. 

MR. MacDONALD: I take it then that 
used car dealers get kick-backs too? 

MR. DAVIDSON: Surely. 

MR. THOMPSON: And rightly so, Mr. 
MacDonald, because one thing we have to keep in mind 
is this, that every time we finance a car we endorse 
the purchaser's note. We are liable to the finance 
company for any deficiency on it. 

MR, MacDONALD: Except that Mr. 
Sedgwick pointed out yesterday that the Committee 
report from Britain investigating this has come down 
pretty solidly against the kick-back as an invidious 
procedure. | 

MR. IRWIN: I would like to just 
make some comments on this area, Mr. MacDonald and Mr. 
Davidson. I have had some considerable experience in 
dealing with car dealers and I have seen this partici- 
pating discount actually, rather than a kick-back, but 
I have seen this participating discount in action and 
I have never seen anything particularly objectionable 
in it. The dealer does perform some service for it, 
that's number one. Number two, a substantial portion 
of it is kept back from the dealer as a reserve against 
bad accounts so that he is joining with the finance 
company in the underwriting of this contract. 

MR. LAWRENCE: Is this by law or 


by tradition? 
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MR, IRWIN: I don't know whether it 

is by law or whether it is by tradition and practice. 
And the other point which Mr. Davidson mentioned is 
that it is a fact -- now whether this is good or bad 
I don't know -- but it is a fact that a great number 
of dealers have been kept in business to a large 
extent by this participating discount and insofar as 
their profit is, to a large extent, derived from this 
participating discount, I think it follows that the 
price of the car must have been reduced to the consumer. 
In other words he is making his profit out of his 
participation with the finance company in the financing 
and therefore he is, in many cases, selling the car at 
cost. That is the cost that he pays to the manufacturer 
plus his operating expenses. I haven't seen any 
indication of abuse arising from the use of the 
participating discount. And insofar as the result of 
it all, competition has been that the price of the car 
to the consumer has gone down, so I presume that the 
consumer is benefitting. 
MR. MacDONALD: Well I have no hard 
and fast views on this stage of it. I must say it's 
getting a few facts to build my own case on. 
MR, SANDERCOCK: Well, I go along 
with the other members here, this is a brief that will 
-~ these men were bold enough to write this and they 
deserve a lot of credit. 
MR, NODER: I would just like to 
speak to Mr. Irwin. When you were referring to the 


hold-back, this hold-back, of course, is money that 
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actually belongs to the dealer and it is paid to him 
at a later date? 

MR, IRWIN: Yes, that is correct. 

MR. NODER: And to take care of 
any debts that might arise, that would be charged 
against this hold-back? 

MR. IRWIN: Yes. But as I say, I 
have never -- perhaps I have been fortunate in not 
being exposed to the shady area or perimeter of the 
car business, but I have never seen any abuse of it 
that I could see, in the cases of respectable and 
legitimate car operations. But I recognize it could 
be on the perimeter of operations. But by and large 
it seems to work very satisfactorily and I think there 
is justification for it. 

MR. HAMILTON: Well I would just 
like to express my commendation for the type of brief 
you have presented, I am rather happy, Mr. Davidson, 
that you say that it is most apt to be in metropolitan 
areas. I hope we don't have this type of thing down 
in our Ottawa Valley. 

MR. LETHERBY: I would like to join 
all my colleagues in regards to these gentlemen and 
their very bold and excellent brief. We have had so 
many good briefs in the last few days. I can't find 
too much fault with it, but you really threw a bomb- 
shell at us this morning in your submission, I had 
hoped that perhaps the Committee would have enough time 
to sit before the legislature and smoke out some of 


these shyster members of your association and get them 
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in here, but -- 

MR, DAVIDSON: Our members are not 
shysters. (Laughter). 

MR, LETHERBY: Those who are engaged 
in your same type of work. But apparently we won't. 
I am leaning very heavily to the view of Mr. MacDonald 
and Mr. Lawrence that there ought to be some action 
taken in the period between now and when we will sit 
again. 
I have told this story here before, 
Mr. Davidson. This occurred to one of my friends and 
neighbours a few months ago. A large used car, a new 
and used car, dealer in Barrie was advertising new 
cars -- I forget now what the exact price was, let's 
say $3,000 -- and this man had a fairly good car put 
he was retired and had the means and he went down to 
take them up on this offer. So he went down and liked 
the car and said, "Sure, I'll take that. How much is 
462" Well, we will say $3,000. He pulls a cheque out 
put they wouldn't take it. They said, "No, this is onl 
for financing". So he swore and tore up the cheque and 
there was a fight. I was wondering, now, if that sort 
of action in the new and used car business should be 
condoned and not exposed. Some of those beggars are not 
put on the griddle, or talked about, or publicized. 
MR. MacDONALD: Well, Mr. Chairman, 
Mr, Irwin has now explained -- 

MR, LETHERBY: Yes, but my point is 
all these agents are driving people into the credit 


pusiness. Finance. Finance. You can't get away from 
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it. However, I do think yours is a very excellent 
brief and I congratulate you. 

THE CHAIRMAN: My. Sedgwick would 
like to ask another question. 

MR. SEDGWICK: On page 8, at the 
top of the page, paragraph 5, "We suggest a central 
system of lien registration”. I may tell you that some 
33 years ago I devoted a great deal of time to the 
question. I was (inaudible) at the time and I still 
think it is being attempted. But I can also tell 
you that in something over 30 years no one has come 
up with a solution. If you have one it might be helpful 
You see, the real difficulty is they are registered 
now on a county basis. And you are quite right that 
with so few of them it isn't very helpful if you reside 
in the County of France to find that the lien is in 
the County of York. It's a practical difficulty which 
no one seems to have been able to overcome. If you 
buy a car in Port Arthur and you have to search in 
Toronto in some Central Registry, it would take so 
long and be so time-consuming -- 

MR, LAWRENCE: That was before the 
punch card system. 

MR. SEDGWICK: It may be, Mr. 
Lawrence,that it would work today -- put it would 
mean, of course, that there would have to be a completel 
new registry established here and I assume the County 
registry system would continue. At least my suggestion 
years ago was that they could be registered in the 


County, as now, and a copy sent to Central Registration 
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and then the Central Registry would collate them so 
that you could make a central search. Now this has 
never been done and my understanding is that it was 
opposed by most of the people who deal with paper and 
so on. 

MR. DAVIDSON: I can't imagine why. 
I might point out, Mr. Sedgwick, that when you referred 
to the higher purchase agreements in England, I think 
that you will find, if : am not incorrect, that the 
English system of registration makes it mandatory that 
title to the car goes with the car and records every 
instance of borrowing against it. 

MR. SEDGWICK: Of course they have 
a permanent licensing system which makes it a little 
easier. 

MR, LETHERBY: We are starting that. 

MR, SEDGWICK: Yes.Well,when,we have 
it it may be simpler. You get the same plates year 
after year and the car acquires a district. One of 
the troubles here is that you get a new set of plates 
every year and it is difficult to trace the history. 

MR. DAVIDSON: Mr. Sedgwick, could 
I interject here for a moment. Having looked at this 
system of central registering in British Columbia, wher 
you say it comes into the Counties, you know -- they 
showed us down there the day we looked in on their 
system, their machine system now, that in a ten minute 
telephone call, they had such an elaborate system they 
could give you all the details of the registered 


article. Just a phone call. 
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MR. SEDGWICK: Don't misunderstand 
me, 1 thought 33 years ago it should have been done 
and I still think so. 

MR, IRWIN: I can't understand why 
we haven't proceeded -- 

MR, SEDGWICK: I don't know why. 

MR. DAVIDSON: Neither do we. 

MR. SEDGWICK: It's my recollection 
at that time that car dealers were most vigorous in 
opposition. If you speak for car dealers in the 
Province, do you welcome a central registration? 

MR. DAVIDSON: I think it would be 
universally acceptable. 

MR, SEDGWICK: It makes sense. 

MR. DAVIDSON: Certainly, certainly. 

MR. IRWIN: One word on that. I 
quite agree that a central computer centre with a 
teletype network the situation could be solved as soon 
as the installations could be made. 

MR, LETHERBY: I think we should go 
back to the Legislature and hammer away until the 
report is in and the bill is introduced. 

MR, MacDONALD: The bill was intro- 
duced and one member opposed it and everybody took 
fright at that. 

MR, LETHERBY: Who was that? 

MR, MacDONALD: Myers opposed it. 

MR. LETHERBY: Yes and he never 
attended any meetings. He had to stay at home and look 


after his wife. (Laughter ) 
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He never took any of these trips. He didn't see 
anything. We did all the walking. (Laughter) 

THE CHAIRMAN: Are there any other 
questions? 

| Well, we appreciate both Mr. David- 
son and Mr. Thompson being with us this morning and 
presenting us with, I think, one of the very best 
briefs we have had and as you have heard has given us 
food for thought here, and some action may flow from 
the Committee and a result of your brief much faster 
than would be the case ordinarily. We appreciate the 
excellent brief you presented to us and thank you for 
making yourselves available to the Committee. 

Now, gentlemen, I will ask Mrs. Dell 
to read the motion suggested by Mr. MacDonald and 
seconded by Mr. Lawrence, 

MRS. DELL: I move that the Chairman 
of the Committee submit this brief to the Attorney 
General's Department with the suggestion that the — 
Committee feels that there are obvious areas of 
investigation beyond our terms of reference and that 
we would appreciate his consideration of an investi- 
gation of those areas beyond our terms of reference. 

I think that's it, Mr. Chairman. 

THE CHAIRMAN: Anyone wish to -- 

MR. MacDONALD: Well, you might, in 
a covering letter -- it diverges to this extent, that 
4f the investigation can be set up as quickly as it 


did in the previous instance I cited, we might have a 
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report by the time we resume in May. 
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MR, HAMILTON: But this isn't in 

our terms of reference. 

MR. MacDONALD: To suggest this? 

Sure. 

MR, HAMILTON: Are we not liable, 

Mr. Chairman -- this is only for clarification in my 

own mind -- are we not liable for our reports to go 

to the Legislature rather than to anyone, any Minister 

of the Crown at any interim time. I mean, you can hand 

over a report that might be presented to this Committee 

on a personal basis and they might -- 

THE CHAIRMAN: Well, we haven't, 
as a Committee, given any consideration to an interim 
report as yet. This is something quite different 
and I think quite within the es not exactly witatn 
our terms of reference but something which we certainly 
are entitled to do if we feel this way. 
| MR, LAWRENCE: If not collectively 
then individually. 

MR, SANDERCOCK: We wouldn't be a 
little early in our procedures would we? 

THE CHAIRMAN: This doesn't in any 
way limit our report or restrict the Committee in any 
way, shape or form, It's a matter of urgency. ifeatis 
the feeling of the Committee that some action should be 
taken before -- it may be a very long time before we 
pring our report down -- then I certainly concur in 
this motion. 

MR, LAWRENCE: As I said to Mr. 


MacDonald, you are not incurring the threat of being 
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told that you are playing politics, are you? 

MR. MacDONALD: On the contrary. 

THE CHAIRMAN: In view of the two 
gentlemen who have combined here today, I don't think 
there is any question that we are playing politics 
with them. I would ask Mr. Sedgwick for his comments. 
MR. SEDGWICK: I don't see anything 
wrong with sending it out to the Attorney General, with 
a covering letter like this, addressed to the 
Attorney General: ‘This Committee had presented to it 
today a brief of the Federation of Automobile 
Independents -- whatever they are -- FAIR -- which 
sets out boldly matters of great public importance, 
some of which are, however, outside the Committee's 
terms of reference. I refer particularly to the 
heading 'Provincial Licensing’ and under that add 
the last paragraph on page 3 and page 4 commencing 
with the words, "Why bring up licensing to this 
Committee? The answer lies, ete., down pretty well 
to the end of page 4. ‘Then the letter continues ... 
Following the presentation of this brief the Committee 
passed this resolution, and then quote the resolution 
and that's all. 

THE CHAIRMAN: Would you like to 
send a copy of that letter and the brief to the 
Minister of Transport in Ottawa? 

MR, SEDGWICK: All right. 

THE CHAIRMAN: Well, I would certain- 
ly instruct, on behalf of the Committee and Mr. 


Sedgwick, to draft a letter and to make the Department 
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of Transport and the Attorney General's Department 
aware of the motion which I will now put to the 
Committee. All those in favour of the motion? I 
declare the motion carried. 

Gentlemen, we will reconvene at 
two o'clock in the same place. 


---LUNCHEON ADJOURNMENT. 
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---ON RESUMING AT 2:00 P.M,, DECEMBER 5, 1963. 

THE CHATRMAN:; We now have a quorum, 
We will be hearing this afternoon from Mr. F. M. Howard, 
Chairman of the engineering department of Frigidaire 
Products, on behalf of the Ontario Chamber of Commerce. 
Along with Mr. Howard we have Mr. W. J. Dickson, 
Consumer Credit General Manager of the Bank of Nova 
Scotia and Mr. E, M. Howerth, Executive Vice-President 
of the Confederated Council of Sales Finance Companies 
and Mr. J. L. Warren, Regional Sales Manager of 
( ) Acceptance Corporation and Mr, Nels Liston, 
General Credit Manager of Simpson-Sear's and Mr. 

D. J. Atterby, Manager of the Ontario Chamber of 
Commerce and J. A. Collins, Assistant Manager of the 
Ontario Chamber of Commerce. Some of these gentlemen 
are pretty well known to us, they have been here 
before, but we are glad to see them back again. 

Oh, L'm sorry. We have also Mr, R. H. McKenzie, 
Public Relations Department of Household Finance. Mr. 
McKenzie has been here on other occasions too. 

We have your prepared brief. Do you 
intend to read it to us? So we will ask you to read 
that, Mr. Howard. 

MR, HOWARD: Mr. Chairman, my name 
is F, H. Howard. I'm a Director of the Ontario 
Chamber of Commerce. 

"The Ontario Chamber of Commerce is 
the voluntary federation of 242 autonomous Boards of 
Trade and Chambers of Commerce throughout the Province. 


Each of these has one vote at the Annual Meeting where 
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Policy is declared, and each in turn represents commer- 
cial, industrial and mercantile interests in its 
respective town. Each Chamber has memberships ranging 
from one-man businesses to large employers, and the 
Ontario Chamber therefore represents over 50,000 
individual and corporate members. 

"Among its general objectives are th 
protection of our democratic principles; preservation 
and advancement of our economic system, based on 
private initiative and individual enterprise; mainten- 
ance of fair relations among labour, management, capita 
and the consumer; development and presentation of an 
informed public opinion concerning these matters; and 
the encouragement of effective action by the Government 
of the Province and member chambers. 

"Among its basic philosophies, 
reaffirmed at the last Annual Meeting and representing 
the considered opinions of these 50,000 members of the 
Ontario business community, are the following: 

a. The Chamber believes in free 
competitive enterprise, and is opposed to any form of 
government whose doctrine attacks, limits or destroys 
basic freedoms. 
b. It believes in an economic syste 
based on private initiative and individual enterprise. 

ec. It is opposed to controls other 
than those which are clearly and demonstrably necessary 
to protect the public. 

The following brief has been drawn 


up by a standing committee of the Chamber, augmented 
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for the purpose of acquainting itself with the subject 
matter covered by the Select Committee's terms of 
reference, It has been approved by our Board of 
Directors as representing the view of the Chamber. At 
the same time, opinions were solicited from Member 
Chambers, and no disagreeing opinions have been returned. 

"The Chamber believes that the pro- 
vision of consumer credit, either in the form of funds 
advanced to a borrower, or in the form of delayed payment 
for goods or services, is in response to the demands 
of the consuming public, and is therefore an accepted 
and economically sound form of business enterprise. 

"Credit is an essential component of 
the business complex, whether conducted by Government, 
trade, or person. Without it, much business activity 
would cease, and much more would slow down. The 
supplying of consumer credit in particular is an importan 
contribution to the conduct of a healthy economy in that 
4t accelerates the pace of retail trade and commerce, 
and thereby adds to the prosperity of the entire 
community. 

"The Chamber cautions against the 
irresponsible use of the term 'too much credit’, in view 
of the acceleration derived from free access to and 
supply of that valuable device. 

"Many legitimate and honourable 
enterprises engage and compete in the supply of consumer 
credit in its numerous forms, and the Chamber contends 
that these enterprises are as entitled to respect and 


freedom from harassment as any other responsible free 
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enterprise institution. The Select Committee will 
undoubtedly acknowledge that most of the participants 
in consumer credit serve the customer well. 

"The buyer of credit, like the buyer 
of any other commodity in a free market, is protected 
against exploitation or injury by the laws of that 
market place. He is further protected by a number of 
laws enacted by this and other Legislatures from time 
to time in their Wisdom. Perhaps most important, he is 
protected by the employment of his native intelligence 
and other emotional and intellectual qualities, against 
buying something he does not want. 

"The Chamber holds that consumer 
eredit, unlike certain public utilities, is not a 
natural monopoly and should not, categorically, come 
under any greater regulation than any other business in 
which there is a number of participants, competing 
openly. The profit that_can be made is whatever the 
competitor will allow, and the charges that must be made 
should recognize risk, interest, and service. 

"The Chamber is aware that creditors 
can call upon certain sources of information as to the 
credit standing of prospective customers, but calls 
attention to the paradox that creditors, when entering 
into an agreement to extend credit, have no statutory 
recourse or protection against the customer who has not 
disclosed his true status or ability to repay. 

'The Chamber, as the Select Committee 
is undoubtedly aware, often is involved with activities 


of a 'better business! nature - a fact which will testify 
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to the following: That we do not support any business 
activity which is not operated on a completely moral and 
ethical base, nor do we support any business which 
contemplates victimization as a by-product or any form 
of misrepresentation, deception or deviousness as an 
ingredient of its operation. Such businesses bring 
discredit to free competitive enterprise, and are anathem 
to the Chamber. 

| "Regardless of the protective features 
of the free market place, and regardless of the patent 
requirement that a customer apply the same intelligence 
to the purchase of credit that he applies to any other 
purchase, the Chamber is conscious of a feeling of 
concern in some quarters that further protection seems 
to be required. Such protection ought to be directed to 
eorrect the questionable operations of the small fringe 
area that has brought criticism on the whole business. 
The Chamber, therefore, wishes to add its efforts to the 
formulation of this protection, to the end that integrity 
must not only be possessed, it must be seen to be posses- 
sed. By so doing, it is hoped that the reputation of 
free enterprise generally, will be enhanced. 

"The Chamber advocates disclosure of 
each charge, and of total charges, in dollars, for 
borrowing money or for owing money. This information 
should be presented automatically and without specific 
request, in some form appropriate to the business. 
Dollars are the unit of measurement that make most sense 
to reasonable individual consumers, and the full dis- 


closure of the dollar cost of credit is current practice 
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among responsible credit grantors. 

"The Chamber is convinced that charges 
cannot be expressed as a simple annual percentage rate, 
and still yield the information the consumer can 
comprehend, except in the case of real estate mortgages, 
where the interest rate can be compared to competitive 
rates without leaving the area of widely-understood 
financial terminology. 

"Percentage rates for consumer credit 
are subject to different interpretation even by persons 
qualified in this particular field, and they are 
capable of easy manipulation. The Chamber is not 
persuaded that the consumer is familiar with percentages, 
nor even that he is always interested in percentages. 

It does point out that regulations already exist both 
federally and provincially in legislation. The Chamber 
is persuaded that disclosure of credit charges, as a 
percentage, would rarely serve the interest of the 
consumer, in that prices can be manipulated to hide the 
true cost of credit. 

‘There are computational difficulties 
in the case of revolving credit plans of the large re- 
tailers, and similar difficulties exist in credit plans 
offered to teachers, farmers, and others who receive 
income on a seasonal basis. 

"The Chamber also foresees that smal- 
ler business would be injured by over-strict application 
of any protective technicalities to areas of consumer 
credit that are known not to be violators of honourable 


business codes. This refers to onerous calculations and 
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pro forma. 

"Tn conclusion, Mr. Chairman, the 
Chamber will support measures designed to encourage the 
operation of ethical, responsible enterprises, and 
simultaneously discourage or even remove those that are 
not grounded on these precepts. Similarly the Chamber 
will support any measure which will raise the esteem in 
which the people of Ontario hold free competitive enter- 
prise, with due regard to the belief that legitimate 
business enterprise must not be harassed. 

"Te is respectfully submitted that 
such measures can be determined only after the most 
careful and objective deliberations. Hasty or ill- 
conceived legislation could have disastrous effects upon 
the highly industrialized economy of Ontario. With 
greatest respect, extreme care should be exercised to 
ensure that Ontario remains the 'Province of Opportunity' 

That concludes our brief, Mr. 
Chairman, 

THE CHAIRMAN: Thank you very much, 
Mr. Howard, for your presentation of your brief. Now 
TI think our Counsel and C.A. may have a few questions 
to ask and some of the members of the Committee may have 
questions. 

MR, SEDGWICK: Mr. Chairman, I do 
not really have any questions. I take it, Mr. Howard, 
that the gist of your brief is first, the full dis- 
closure and that the sensible way to make that disclosure 
is in dollars? 


MR. HOWARD: That is correct, sir. 
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MR. SEDGWICK: Some other members 
of the Committee may disagree with you, but as I don't 
they had better ask the questions. 

THE CHAIRMAN: Mr, Irwin? 

MR. IRWIN: Yes, Mr. Chairman, I have 
a couple of questions but before I put the questions I 
would also like to make an observation or two. In the 
brief you have brought forward some of the basic 
arguments that have been presented in another form by 
other people regarding the technicalities connected with 
the calculation of a rate of interest and perhaps some 
of the difficulties and disadvantages of having interest 
expressed as a rate percent. Most of these arguments 
have been heard before and debated at some length by 
this Committee and therefore I don't propose to 
suggest that we get entangled with that g@wain. No useful 
purpose would, perhaps, be served by it. 

There are a couple of matters arising 
out of your brief specifically which I think open new 
ground. One is, your brief is, perhaps, more on a 
philosophical plane than others have been and perhaps 
dealing with the economic effects and it is in those 
areas that my questions would be directed. 

Thinking in these terms which, I 
think, you would endorse, that the function of govern- 
ment is mainly to safeguard the public interest. Not 
only in particular cases and instances but to protect 
the economy in the general field as a whole. On the 
other hand I am told that it is generally held that each 


man or business should be the one best equipped to judge 
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how he should conduct his business, provided he doesn't 
have any harmful effects on the community or a particular 
individual. 

So leaving aside the question of the 
mechanical and actuarial difficulties that may be 
encountered in arriving at a means of declaring the 
cost of money as a rate percent per annum, I think there 
are a couple of areas that haven't been explored. 
Supposing that it could be found that it was possible 
to develop a convenient method of disclésing the cost 
of money as a rate percentage, and supposing that it 
was found legislatively possible to make such legis- 
lation in understandable terms. I wonder, and have 
been wondering throughout the hearing of other briefs 
if the reasons advanced against disclosure were the 
real reasons because most of these apparent difficulties, 
I believe, could be resolved in terms of mathematics 
and a method of disclosure. But I wonder if there is 
not a fear that if, particularly in the case of the 
sales finance contract, the instalment contract, arising 
out of the purchase of good, that if such disclosure 
were made it might have a bad psychological effect upon 
the buyer that he might be thereby discouraged from 
buying on credit and if he did so this would have a 
depressing effect on the economy and in the long run, 
therefore, be harmful to the consumer in the loss of 
jobs, employment, wages, etc. 

That's one area. I also would like 
your views on whether or not such disclosure in terms of 


rate percent per annum might have the effect of trans- 
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ferring a substantial volume of credit granting from 
one institution to another, for example, from the 

sales finance company to the lender of money itbe1f? 
And this would result in a shift in the economy perhaps 
with at least unforeseen effects, possibly harmful. 

So my questions therefore are, have you any comments on 
those two thoughts, that (a) the disclosure, assuming 
that it can be done reasonable, would the disclosure 
in itself have a possible depressing effect on credit 
buying and therefore on the economy and (b) would such 
disclosure result in a shift in the pattern of the grant- 
ing of consumer credit and what results might ensue 
therefrom? 

MR. HOWARD: The Chamber has not 
applied itself, or the committee of the Chamber has not 
applied itself specifically to either of these two 
questions. The first question, if by some mathematical 
formula the cost could be expressed in some other units 
of measurement than dollars, and such measurement could 
be comprehended as well as understood in the literal 
sense, could be comprehended by the prospective customer, 
I dont think the Ontario Chamber of Commerce, as a 
matter of principle, has any fundamental objection to 
that. We are not convinced that this can be done or 
even that it ought to be done, sir, but purely on 
philosophical grounds, this does not say that we think 
it must not be done. We havermt been persuaded or 
convinced that it could be done and we tend to hold the 
opinion that there is nothing to be gained by so doing. 


We have used the analogy from other fields in our 
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conversations sometimes that there are certain units 

of measurement in all commodities that people buy that 
can be stated as facts in describing those commodities 
but which are beyond the normal day to day terms used 
by the buyers. Such terms as, perhaps, pressure in 
automobile tires -- that's a technical term -- it is 
what it says it is, but it's perhaps not paid much 
attention to by the prospective buyer unless he is 
technically informed. We have been -- at least it has 
been brought to our attention and we have been persuaded 
that pure percentage is the unit of measurement that is 
extremely difficult to put down and still represent 
comprehensively the terms of the transaction, especially 
if that's all there is there and there is no mention 
of dollars at all. But speaking as a philosophical 
body and if some mathematical means could be developed 
and approved and demonstrated as being acceptable to 
the professional critics, the Chamber of Commerce, I 
think, would say that if this is in tune with the 

ethos of the people of the Province, then we would have 
no fundamental objection to its use as a principle. 

Now the second question you asked 
about shifting credit from one source to another. This 
has even less been thought about and I think I can 
answer that one much more easily in that the Chamber 
is not, per se, concerned with the division of credit 
among one source or another. What you say may very well 
be true and there is certainly no fear in Chamber circles 
that there is anything wrong with it if it did happen. 


As long as both parties are ethical and responsible 
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members of the community. 

MR. IRWIN: Thank you, Mr. Howard. 
I am disappointed to this extent, that a great deal 
of thought by almost all people who have come before 
this Committee has been devoted to these technical 
questions. Can a rate be calculated? Without giving 
an opinion on that I think possibly it could and it 
seems to me that this concentration on the pure 
technicalities of the matter may be missing the main 
boat, as it were, and I had rather hoped, because of 
the philosophical cast of your brief, that some thought 
had been given to the economic possibilities, the 
results that might ensue from requiring it. I can 
perceive, myself, quite a number of things that might 
ensue as a pasult of this disclosure and they could be 
adverse to the economy and I thought maybe you might 
have given some considerable thought to that. I won't 
pursue that any further. 

The other question is whether there 
might be a. shift in the sources of credit granting. 
Also I can imagine this could have some significant 
effect on the economy, at least, in effect, if you pass 
legislation to take business from one source and give 
it to anothep, I think you are directly intervening in 
the free market as you emphasized. And I thought perhaps 
you had also given some thought to that possibility. 

MR. HOWARD: Well, sir, both of the 
things you say may very possibly be true. It's just 


that we simply have not applied ourselves to those 





questions. 
























i ir ane yi ae Ae ft oe va La vee ve 


“ eckavrokl th ly cnet Lotte 


{P: ety pak ete” 4 Hb aks. wtsld bit sointoagait ai hs | fe 7 
i 


=] 


‘ae a 


ee ie Mk 6 Peevey te 5 austell vd deistioed: to" 
a Rardkcirtomt ao ana: mit Dishes of eal ach se dunes ated fe “i 


wet vis WeHsey ehdvnl yates od aa & re + Bea EAE eK ie “oo 





th Se dete STide oF VitLarod steht eet” no ‘pokdhyo mS oy Pit 


’ ; y ; ; ' 4 otha | nv 
. ; r et ih ’ HA Ph, a ; ; a f a ; 
| syur old ne. pottorineotioe eh eed oa OF amen Fe oe 
fh it : : a 7 a 
| ; : f : : 4 i) re aie OR - |. i: Le 
¥ Jopthads eas) ortasia bl yoler teddame ett 7a Eee heaP eevee See 
MW. r | fs | ; 
if a es oe ¥, an iu ' 
We mevestd .boyar godips naw a Bri atehil hs a1 Ocal lan i 


RAWORD ony ted. tan aout g38% tookdgonot big ond ptt 


layel'y Loti ielaeod ofmenone Sig) a Ova hood bad, jor i 
hh ot 


ii 


fee i) al aioe meaty sini bhi send edt uaoe jer ae 7 a 


: Aaaa2 tn wend ennkds Fo in Clute a edu Aten voviporea | pe 
9P Slyos yout tan equaolen le Big Ke eIGe fw be umes fe wes : 


Pas Le ei anes bits wecMOok Debtil od eakebea: jor 


nme gtare C | a ween isp) anor “pmo woven ‘oved’ i - 





Laeday yha ant suave 


‘ ; 4 j re aT, ; ae - 4 + a ont 
Bde opi odw ot ned ee tite CY Man ° ee 


i 

- swArrAe tS Tihs ¢i eonind ro nk Pitsia’ a oe Siigtin 
a areal tag ti mike) ee bal blues mite Sebgant . Hao 3 oath 
x aii, wey Tt , don tw ae tena ve ‘ (romeoe ads to Snot, 





i 


+ BN: a Rie eatiea eng: mitt weentang! vet oF nore. saratger | oa | 
a ae 


aoe iain stn yldoortke on so sma “ston ot at | | me 









ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 2550 





MR, IRWIN: Thank you very much, 
That's all the questions I have. 

THE CHAIRMAN: Mr. Lawrence? 

MR. LAWRENCE: While I appreciate 
that the Chamber couldn't cover all of the subjects that 
come before this Committee -- in your philophical 
approach you -- there is one sentence here, page 5, 

‘The Chamber will support measures designed to encourage 
the operation of ethical, responsible enterprises, and 
simultaneously discourage or even remove those that are 


not grounded on these precepts." 


I was wondering if 
your sub-section or committee has dealt with the problem 
of secret income of people in the business field. Both 
the lawyers and politicians seem to be hearing a great 
deal about conflict of interest and we have had a 
couple of segments of our business community come before 
us and indicate in no uncertain fashion that where 
people are attempting to act for one party or another in 
their business dealings there has been a secret income 
received by one guy or another and this has not been 
exposed to the other party. For instance, mortgage 
prokers quite often receive a finder's fee. Yesterday 
and today we heard a little bit about automobile dealers 
getting kick-backs -- I forget the long-winded name for 
it, but that's what it boils down to, kick-backs, from 
finance companies, for placing a contract with that 
particular finance company. Has your committee ever 
attempted to step in to this aspect of business -- 

MR. HOWARD: Well, by stepping in 


do you mean contemplating the thing or actively investi- 
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1| gating it? 

2 MR. LAWRENCE: Investigating it and 

3] following through with what you said here. Do you 

4| regard this as a bad thing first of all? 

5 MR. HOWARD: No. 

6 MR, LAWRENCE: If you do regard it 

7| as a bad thing,"discourage or even remove those that are 
8| not grounded on these precepts", somebody has got to 

9] give guidance these days. If it isn't government then 

10| it's got to be bodies like yourselves. 

11 MR, HOWARD: Well, I am afraid that 

12| the thing you read perhaps leads you to believe that 

13|| the Chamber will discourage. Actually it should be 

14| read that the Chamber will support measures designed 

15| to discourage. 

16 MR. LAWRENCE: I see, 

17 MR, HOWARD: Perhaps I should have 

18] put the word "to" in after simultaneously. It's poor 

19) English. 

20 MR. LAWRENCE: Do you feel this is 

21|| the role of government? 

22 MR, HOWARD: The Chamber categorically 
23|| wants no part of inferior morality at all. We are not 

24 prepared, I don't think, at the moment, to define 

25|| precisely areas of doubtful morality because I'm certainly 
26|| not an expert. Once again, we have not applied ourselves 
27|| to case histories of hypothetical, doubtful morality. 

28 || We represent so many different kinds of people and we 

29|| don't know the respective moralities of each area of 


30|| business. 
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MR, LAWRENCE: I don't want to put 
you or the Chamber or even the Committee on the spot 
at all but it does seem to me that on the one hand you 
come along and preach the gospel of less interference 
by government and I agree with that gospel. But 
somebody has got to encourage morality in the business 
field and what better group should it be than the 
Chamber of Commerce. 

MR, HOWARD: Well, I certainly would 
agree, without reservation, with that statement. We 
have a Business Practices Committee. This happens 
to be the Business Practices Committee that has under- 
taken this and we do look over, in a general way, 
doubtful business practices. We don't have power to 
discourage or remove, this simply isn't the way we 
operate. We don't fire people. 

MR. LAWRENCE: No, but you do 
publicize. 

MR. HOWARD: Yes. We have a better 
business activity and we have policy statements on 
morality in business. I hope you would be content 
if I were to say that if there is some operation of a 
business that citizens think in this year, 1963, is 
immoral or of doubtful morality, we would tend to 
discourage that operation, but I would not care to 
pass an opinion on any specific business. 

MR. LAWRENCE: The Chamber as such, 
have they ever considered this business of secret 
commissions or secret -- 


MR. HOWARD: Not to my knowledge 



























0 a site mob Z Pia | 
| an 


ici ete ae ten we oo Somred sath eae's “6 tisegaiite! aie 


Rig si 


pon bist ie ade crag: pad yet ica ne tu ta ta 
jakenrrott to Tit deal Th ipyeca ot ait oan grate, gates 7 
ae is, «, cere thes “Ri Wehr + las omar coy uw. 1 
MS wud ak vite Sarrey e ett Hey ua ‘gbodaaee ‘hk 


ae chat od 20 AlooHe Hee ais sige tase ise Brest | 


t ; i 







ene smene to sodinato 
at ahi Brtiimoulian 1 oo Me ie AY, _ ah 
| | oF PVN IAT hat S04 eee eee ueititn esege 
ORANG! 0 nthe oe Tait sect inat ceontuat * ovsd | 
Pee viel ‘Tar inne) «hoon f erent armel ott of of hes 
YAW ATi ve Aoi ‘i oe Sri mbit waa 
(83. “ong wads. Tey ee me thugs mpentney iwts duo 7 nN 
be Matic | sak aon aos Me ogetwooRsh) 
94908, oe job a .etamae | 

vot. Sod. ook ATA AR | | 
emtotidua | 
| aided A ews OW rie : asia WON, - | | 
ko raormi ta ventog xia an oo, eividen wieatsut | 
PAORNOO S05 DET OW ae % apd is (nptioencivg ad wiitaron | 
” Fy aR Bae rede 19Go, Hance gk sda “uh ay ingen at otow t 2 
mn at CORE LEN, BI iiss ” 


oo time ten Dike t asl val 8: 


1 





bie 


Le ; 
o MA wis wens ot Serpe 








ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO aon 





the Chamber never has, not to my knowledge, Mr. Lawrence. 

THE CHAIRMAN: Mr, Irwin? 

MR, IRWIN: I would just like to add 
a word here. It's a personal word that might have some 
bearing on what you are describing, Mr. Lawrence. As 
a member and former Chairman of the membership committee 
of the Toronto Board of Trade, there is considerable 
inquiry made at the time a new application for membership 
comes up and I have seen a great number of instances 
where people are refused membership because of 
apparently shady business practices. 

MR. LAWRENCE: I'm not talking about 
that, I'm talking about morality in business as such. 

I don't know, maybe this is not considered immoral, 
I don't know, but that's what I'd like to find out 
anyway. i'm not a businessman any more, I'ma 
politician. 

MR, HOWARD: The Chamber does not 
have a code of things that should be done and shouldn't 
be done, not in that detail. What's moral today may 
not be moral in the next generation. 

MR. LAWRENCE: Here is something 
that you have not considered. You have considered, 1 
don't know, maybe whether something should be expressed, 
whether credit should be expressed in dollar value 
or represented value. I was merely asking if you had 
considered some of these other things that are coming 
to our attention. 

MR. HOWARD: No, we didn't. 


MR. LAWRENCE: O.K. 
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THE CHATRMAN: Mr. Bukator? 

MR. BUKATOR: On page 1 of the brief 
it says here, "(a) The Chamber believes in free 
competitive enterprise, and is opposed to any form of 
government whose doctrine attacks, limits or destroys 
basic freedoms", You put that in your brief for what 
purpose? 

MR. HOWARD: To introduce the 
environment under which we think and operate, and 
perhaps the reason we are here at all. We appear here 
not as participants in credit but merely as philosophers 
of business. But it would perhaps add to my terms of 
reference, why I am here, if we put down a few of the 
things that we every year reaffirm. This is why we 
have said what we then proceeded to say. 

MR, BUKATOR: The reason I asked 
that question was I don't suppose there is 4 man around 
this table who feels any differently about that than 
you do, 

MR. HOWARD: That was lifted directly 
from our policy book, it wasn't created and composed 
just for the sake of this meeting. 

MR, BUKATOR: I was wondering -- you 
say that you should express cost in dollars rather than 
interest. There has been quite a debate here, you know, 
the last three or four days, about whether it is possibl 
intelligently to compose some kind of a table to put 
percentages into a formal document that would reveal 
to the public that it is costing them so much. If this 


calculation could be made, I gather from your answer to 
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Mr. Irwin that if it's not too complicated to handle 

or too costly -- I don't know whether you used those 
words -- without interfering with free enterprise, then 
it would be quite in order with the purpose. Is that 
right? 

MR, HOWARD: Yes, sir. We can't 
object to that. 

MR, BUKATOR: I suggest that maybe 
what we are trying to do in this Committee, if I might 
give an opinion, is we are trying to catch the culprits 
who have not been doing business in an ethical way and 
I think the Chamber is also interested in that. But lI 
ean't understand why any particular group will come 
before this Committee and say that it should be dollars 
and not interest percentagewise also, if it can be 
worked out in a simple table. I was speaking to a 
gentleman who belongs to a large auditing firm and he 
did inform me that any kind of a table could be very 
easily worked out by their actuaries and by their 
experts. So much so that anyone with a public school 
education could read it and transmit that into a form 
or put it in to a contract. The reason why I say this: 
We had a gentleman here yesterday from General Motors 
and his brief indicated that on new cars the percentage 
rate was 7 to 8%, 73 to 8%, on a new car. When he 
calculated this through he indicated that $2,000 would 
buy a new car for which it would cost you and I about 
$400.00 interest, cost, Now then if you kept that money 
for two years without paying anything on it, then 


definitely it would be 8%. But if you amortize that by 
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payments, then the figure goes up to 143%. Which did 
not come out too early in this Committee last night. 
And that was only one formula or one rate of interest 
that they charge for the new car and there were four 
others that this large firm used for older cars. And 
they segregated them and put them in different depart- 
ments and -- I don't know, the older the car meant the 
more you paid in interest. Would not this be a good 
thing if this could be revealed to the public when 
they buy these cars; That your new car will cost you 
143%, your two year old car will cost you 15, 17, 19%, 
your older car will cost you more. Don't you think 
that kind of a translation into a form, added into the 
form, would not enlighten the individual who was going 
to buy it? Maybe he would say, "Maybe my banker 
will let me have it on a demand note for six months 
or a year or two at six or seven percent, whatever 
the charge", This is what I have been trying to 
convey to the people who have come before this Committee, 
Mr. Chairman. I don't think that here, at this point, 
we are heading in a different direction. I think we are 
all concerned about the same thing. 

Now then, I might ask you a question. 
I think I know the answer to it. How many of your 
members of 50,000 are business people as compared to 
working people? Do you have that in -- 

MR. HOWARD: They are all business 
people. 

MR, BUKATOR: They are all business 


people. 
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MR, HOWARD: Business people work too, 





you know. 

MR. BUKATOR: I admit this. I though 
I worked for what I got. I didn't think I got it for 
nothing. But I am to understand that business people 
looking out for these nuisance values, or nuisance 
additions to their work on a $20.00 item, -- there may 
be a place where we would have to saw it off not to 
interfere with that $20.00 purchase. But we must be 
able to reveal to the public that they are being taken, 
and in many instances they are and don't know it. This 
is why I speak this way and I'm sure everything I have 
said here this afternoon the Chamber will go along 
with. At least I hope the people in Niagara Falls do. 
I'll be talking to Mr. Murray when I get back and the 
President too, I feel that you have indicated that 
you express the opinion of all the Chambers involved 
in this brief. But you speak in a general way. 

I sometimes wonder, Mr. Chairman, 
if I might take a little more of your time. I was 
fortunate enough at one time to have the time to read -- 
Plato, I think it was -- and he indicated -- Socrates, 
I believe -- said that there were two types of people 
in this world of ours. One group were philosophers and 
the other were politicians. And then he went on to 
describe a politician. I wouldn't want to tell you what 
he said of a politician because I wouldn't want to be 
put in that category. But we have to be all things to 
all men, according to Plato, anyhow. Now I don't want 


to be all things to all men, I think we have convictions 
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and we have a sworn obligation to the public. Unless 
someone can come to this Committee and show me something 
any more concrete up to this point, I still believe 

that an interest cost should be revealed in the price 

of the item. I think we should know dollarwise and 

we should know interestwise what we are paying for what 
we are getting. 

That's my contribution for what it's 
worth, 

MR. IRWIN: Mr. Chairman, may Il 
address myself to Mr. Sedgwick. He has handed me this 
very interesting problem and he thinks that I can do 
this is five minutes. What I am spending my time at 
is writing you a note to explain why I can't do it. 
(Laughter) 

MR. SEDGWICK: (Inaudible) -- payabl 
in equal instalments over 19 months and the interest 
is 2% on the first $300, 1% on the next $700 and 3% 
on the next $90 stated at the time that the loan was 
made. What is the effective interest rate for the 
$1,090.00. Now I just ask Mr. Irwin. Everybody 
says it's simple. 

MR. BUKATOR: Like that moon shot 
thing that goes to the moon and this thing that revolves 
the earth in the matter of a note from Mr. Sedgwick to 
Mr, Irwin. I think it will take a few minutes. 

MR. IRWIN: Mr. Chairman, may I say 
this is both difficult and easy. If that sounds like 
a paradox, I'll explain it. I cannot figure out Mr. 


Sedgwick's formula here in five minutes or ten minutes 
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while there is a lot of conversation and so on going 
on. I can do it and I will deliver it -- and that's 
the hard part. I couldn't do it, as somebody suggested, 
on the finder of a car. I make no pretense in suggestin 
that that would be possible. But, and here's the easy 
part, Mr. Sedgwick, you give me a week and I will work 
you out a table from $1.00 to $1,500.00 in any combination 
you wish and from 1 to 36 months and I'll prepare you 
a table from which you then, easily, can pick out the 
rate of interest. In other words, the preparation of 
the table would be hard and it would take considerable 
time, maybe even a week isn't enough, I don't know. 
But I am saying it is not an impossible arithmetical 
question and given time an accountant or an actuary 
could produce a table which would show the effective 
rate of interest per annum on a reducing balance on 
various combinations under the Small Loans Act and 
then the salesman would have that booklet available 
and if you were borrowing X-dollars, $1,100, he would 
be able to look up the rate just as an insurance 
salesman does when he is consulting his book,and pick 
out the rate. So that, as I said at the beginning, it 
is difficult and easy. It is difficult to prepare the 
table. I can't do that in five minutes. I can't 
possibly do it this afternoon -- 

MR. REILLY: But this table would 
only apply to the Small Loans Act? 

MR. IRWIN: I grant you, Mr. Reilly. 
I don't want to get into a defensive position here, but 


I've been given a mathematical problem and even in 
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regard to the more complicated form under a conditional 
sales contract, again, given time and calculators and 
so on, tables can be prepared. 

MR, LETHERBY: Supposing you do come 
up with this table, you are only going to satisfy two 
members of this Committee, yourself and George Bukator. 

MR, MacDONALD: Mr. Letherby at this 
point has come into the Committee opposed to having a 
table produced. 

MR. LETHERBY: Because nobody can 
understand and nobody can work it out. There would have 
to be a series of tables -- 

MR, IRWIN: May I make a statement? 

I wish to correct the impression that I am, let's say, 

a disclosure man. My function on this Committee is, 
whenever suggestions are made in these briefs, I think 
they have to be examined from that point of view and I 
say, and I say it again, that it is not true that it 
cannot be done. And I would be wrong if I said anything 
else. It would be mathematically wrong to say that -- 

MR. LETHERBY: I would agree with that. 
What I can't understand and won't go with -- I don't 
understand interest and therefore won't go with it. 

MR. IRWIN: It is not my suggestion to 
promote one thing or the other. 

THE CHAIRMAN: Mr. MacDonald, do you -- 

MR. IRWIN: . I want to make this 
clear. I feel that there has been a misunderstanding. 
When these points come up I have to give my opinion from 


the mathematical point of view and nobody yet has said 
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that it cannot be done. It is not my position on this 
Committee to take any position as to whether it should 
be done or it shouldn't be done. I am not standing here 
aS a promoter of it in any way. It happens that these 
statements were made and I have to -- 

MR, MacDONALD: That leave me alone, 
according to Mr. Letherby. 

MR. IRWIN: I don't want to be put 
in a position of taking one position or another. 

MR, LETHERBY: (First part of state- 
ment inaudible) -- they say that we go for dollar and 
cents, you see, and we don't like this interest situation 
because it is too difficult and too complicated. 

MR, IRWIN: You are speaking for 
yourself and not the other members of the Committee. 

MR. MacDONALD: As a matter of fact 
the interesting thing this afternoon, Mr. Chairman, is 
that if George is feeling lonely, I'm with him. And 
what encourages me is, if I understand the English 
language correctly, the Chamber of Commerce is with us 
too. In other words, if it is possible to work out 
a formula. 

MR, LETHERBY: Every time we come to 
that "if it's possible". We say it's possible but we 
can't do it. 

MR, MacDONALD: Just a minute. The 
purpose of this Committee is to apply ourselves to that 
and the significant bit of evidence, which doesn't quite 
jibe with a lot of the evidence submitted to this Committee 


is, that if the formula can be produced, the Chamber is 
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not opposed to it. Now, we have had many people come 
before this Committee and say they are opposed to it 
and they gave their own particular reasons why they were 
opposed. The Chamber, in its wisdom or otherwise, this 
afternoon, doesn't want to get into the reasons. But if 
we can get a formula, let's take a look at it. Let's 
not dismiss the possibility of getting a formula at this 
stage. 

MR, REILLY: I think the Chamber, Mr. 
MacDonald, has made its position fairly clear on page 4. 
It says it "advocates disclesure of each charge, and of 
tetal charges, in dollars, for borrowing money or for 
owing money. This information should be presented 
automatically and without specific request, in a form 
appropriate to the business. Dollars are the unit of 
measurement that make most sense to reasonable individual 
consumers, and the full disclosure of the dollar cost 
ef credit is current practice among responsible credit 
grantors." I think they make their position fairly clear. 

MR. MacDONALD: And when we have the 
record of the testimony, which is being recorded by the 
magnificent mechanical devices of our day and age, we 
will read that Mr. Howard says that if it is possible to 
produce a formula which is a practical -- that can be 
comprehended -- that the Chamber has no objection to it. 

MR. REILLY: I don't think that is 
quite so, Mr. MacDonald. As I understand it -- 

MR. MacDONALD: Since we are getting 
inte the realm of philosophy this afternoon -- I think it 


4s rather useful sometimes to get away from the mundane 
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question or so hasn't any direct relationship to credit. 
Forgive me, sir, I've sat on many Committees and I've 
gotten this general introduction from the Chamber, which 
is a quete from your code of ethics and your principles 
and so on. May I ask you this frank question in view 
of what you have listed as a, b and c here -- Is the 
Chamber opposed to a mixed economy? 

MR. HOWARD: Yes, I think it is, Mr. 
MacDonald. 

MR. MacDONALD: In other words, the 
Chamber is opposed to the continuance of the existence 
of Hydro as a publicly owned institution in this Province? 

MR. HOWARD: I wouldn't paraphrase it 
that way. You expressed it as a mixed economy, mixed 
99% to 1%, we could, I think, be content with that. 
Maybe 50 to 50 we would be less content. We are opposed 
to the economy getting any more mixed than it is now, if 
I may say it that way, sir. 

MR, MacDONALD: Well, even in a 
country which is professedly attached to the principle 
of a mixed economy, like Sweden, there is never more than 
approximately 20% of it coming under public ownership, so 
let's not get into exaggerations on the thing. For ex- 
ample, I would take it then that the Chamber is opposed 
to the proposition when the government of Ontario, a good 
conservative government -- back in 1957, anything to 
make it illegal for insurance companies to sell standard 
ward's coverage for hospital insurance. You are opposed 


to that? 
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MR. HOWARD: I guess if we were asked 
at that time -- it's a matter of record the way we felt, 
Mr. MacDonald -- if I may be excused from going on that 
line of philosophy at this meeting, I am not philosophic- 
ally on that particular wave-length. 

MR. MacDONALD: Well, let me pursue 
it as we get closer to the field which is within the terms 
of reference, for example, only working from your brief. 
May I ask you the factual question: What powers of 
discipline have you in the Chamber of Commerce? Over 
your membership? 

| MR. HOWARD: I don't think we have 
very many. 

MR. MacDONALD: In other words, for 
example, when it was clearly indicated that the electrical 
industries of the North American continent were guilty 
of unethical practices to the point of gouging hundreds 
of millions of dollars from the public of the North 
American continent, the Chamber of Commerce takes no 
action vis-a-vis a member who is guilty of unethical 
conduct? 

| MR. HOWARD: The Ontario Chamber of 
Commerce has no corporate members, Mr. MacDonald. We 
only have members representing the Boards of Trade of 
242 tewns and cities in this Province. The Chamber of 
Commerce of any particular city or town might apply itself 
to that question, but the Ontario Chamber of Commerce -- 

MR, MacDONALD: Are they constituent 
bodies of you? 


MR. HOWARD: No, just the 242 towns and 
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cities. Our members are Toronto, London, Hamilton, 
Bancroft -- 

MR. MacDONALD: Except that you are 
a federation of the local Chambers of Commerce? 

MR. HOWARD: Yes, sir, that's right. 

MR, MacDONALD: But they are a 
constituent part of your organization. 

MR. HOWARD: Well, some of them don't 
pay their dues, but most of them do. Some of them 
elect not to be part of the Ontario Chamber. 

MR. MacDONALD: Let us suppose that 
amember is a member of your body, out in London or 
Barrie or Peterboro and so on, and he is convicted of 
unethical conduct. Is he then dismissed from membership 
in your organization? 

MR. HOWARD: I wouldn't know. From 
the Ontario Chamber, certainly, because he wasn't a 
member to start with. 

MR. MacDONALD: Well is he -- I know, 
this is like going back to the old problem of when you 
take it into the trade unions circles, nobody is a member 
of the Canadian Labour Congress because they are members 
of Local Unions and the Unions in turn are members of 
the CLC. But, if somebody is guilty of unethical conduct 
as an individual within the organization of which he is 
a member, and that body is part of your federation, is 
any action taken at your level or at the local level 
against a person who is found guilty of unethical conduct? 

MR. HOWARD: There is no action taken 


at our level, but I do recall of action taken at a local 
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level and I think it was in the United States, but they 
have much the same philosophy as ours, as far as Chambers 
of Commerce go, to deal with some incident like the one 
you are referring to and I don't remember the name of 

the Company and I don't think it was the electrical 
industry. But I do recall somebody in Kansas City or 

St. Louis being asked to resign from the Chamber of 
Commerce for some -- 

MR. MacDONALD: Well, isn't the 
import of your reply that normally it isn't done? 

MR, HOWARD: I would say that normally 
it isn't done because I don't know of all these offences, 
the presumed offences, have, in fact, actually been 
acknowledged all around. 

MR, MacDONALD: Well, I don't want 
to get into grey areas. I'm talking about an area where 
they have been convicted. They have violated the law 
and, you see, this becomes very difficult, Mr. Chairman, 
because I'm going to get back to consumer credit. I have 
read in the House a number of times from a standard 
text called Horizons, New Horizons in Criminology, in 
which a study was made of 600 corporations in the United 
States and it was found that 60% of these 600 corporations 
were, in normal parlance, habitual criminals. That is, 
they had been convicted at least four times, Your 
habitual criminal, if you are an individual and you are 
convicted four times, of some violation of the law, 

-- price-fixing, breaching of war-time regulations, or 
what you will -- now, I think it is a fact beyond 


dispute that normally(some case out in Kansas is the 
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exception that proves the rule) no action is taken, when 
they are guilty of unethical practices. You see now, 
this brings us closer back to the problems we have to 
deal with here and I want to pick up from where Mr. 
Lawrence left off. 

MR, REILLY: Is that a function of 
the Chamber of Commerce, Mr, Howard? 

MR, MacDONALD: O.K., but we are 
coming back to Mr. Lawrence's area of questioning, which 
is a very valid one. Mr. Lawrence asked Mr. Howard: 

Do you make studies of unethical practices? Do you, for 
example, give leadership in terms of rubbing out the 
new unethical practices that are emerging in business? 
Because if you don't, because of the fairly sizeable 
pody of evidence of its existence, then there is only 
one body that is the legitimate body to step in and do 
it and that is the government as the protector of the 
public welfare. 

MR, HOWARD: Perhaps so, perhaps so. 

MR, MacDONALD: Well, we are back 
to the basic point. You can't complain about government 
intervention when you are not doing the job to clean up 
your own house. 

MR, HOWARD: We haven't had any 
specific powers delegated to us. Maybe if we had we 
could do a pretty good job. 

MR. MacDONALD: That's an interesting 
point. Well, you see, on the Trade Union side, for 
example, -- forgive me, I don't want to put this pro- 


vocatively -- but on the Trade Union side, if they have 
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a Union which they consider is unethical, they throw it 
out. 

MR. LETHERBY: Often they are trade 
associations as well as companies. 

MR. MacDONALD: Yes, but I have never 
heard of -- it's not a very general practice -- in Canada 
he is thrown out, not in the United States, but in 
Canada. But there is a recognition of an obligation to 
clean your own house because if you don't clean it 
then the government, on behalf of the people, has to 
do it. 

MR, LETHERBY: That's what they want 
us to do, clean it up. 

MR. HOWARD: Well, are these offences 
against the trade union movement or against the law? -- 
for which they are kicked out. 

MR. MacDONALD: Offences against the 
law. 

MR. HOWARD: They are kicked out for 
that reason? 

| MR. MacDONALD: Right. I'm now back 
4nto -- here's an electrical industry which is guilty of 
a violation of the law -- and 60% of the 600 corporations 
in the United States, leading corporations, were guilty 
of at least four criminal acts, they were habitual 
criminals and nobody acted to remove them, 

Now, I'm really on your side because 
I have argued in here and I will continue to argue that 
4t is far better if an organization will clean its own 


house, it's far better that the mortgage brokers should 
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clean their own house, it's far better that every group 
do it, because if the government intervenes you get 
emotional undertones and overtones. But I submit to you, 
sir, that the business world generally, through the 
Chamber of Commerce and its other organizations, doesn't 
usually do the job. And therefore you can't on the one 
hand profess your ethical principles and say the govern- 
ment should stay out when you are creating a condition 
in which nobody can clean it up except the government 
because you won't do it. 

MR, HOWARD: But, just a minute -- 

MR, MacDONALD: I'm in the argument 
for a moment now, let's not confuse it, if you want to, 
Is this a fair statement of the thing? 

MR, HOWARD: It's a cogent statement, 
Mr. MacDonald. I would have to think it over but I 
thought it was completely fair. I don't think you are 
unfair. We do have the business protective functions 
of local Chambers which in cities like Windsor -- one 
IT am familiar with -- are pretty active. The Windsor 
people have been working for quite a while on a certain 
allegedly unfair business practice down there and Il 
think it has been referred to the Ontario Chamber of 
Commerce and is in our -- well, it came up at the last 
Annual Meeting and the meeting before that. They aren't 
able to quite decide what they are going to do about it, 
but this is in line with the kind of thing you are 
mentioning. But I don't know, I can't document an 
instance of a Chamber of Commerce expelling a corporate 


member. I can see where they might. Perhaps I can see 
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where they should. But the Ontario Chamber of Commerce, 
whom I represent only today, officially, simply, it's 
terms of reference don't envisage any such incident 
coming up. 

MR. MacDONALD: You see, Mr. Howard, 
let me put it another way. We have had come before this 
Committee any number of companies involved in this 
finance field and credit industry field, in which there 
is certainly some doubt as to whether all the practices 
are ethical. I expect that all of those companies are 
members of your association. And the question I ask 
myself is, in your interests, since you have got a code 
of ethics -- it is always been -- forgive me -- being 
paraded -- it usually takes half of a brief, in my 
experience in these Committees. In your interest, it 
seems to me, it's your job to see whether they are 
living up to your code ef ethics and if they are not 
living up to it, you might as well throw your code out. 

MR, HOWARD: We have tried to express 
eur code of ethics at two points in here. The opening 
sentences are very general and I would beg you, if Il 
might, to perhaps direct your discussion at the closing 
of the second last paragraph on page 5, which is an 
"an conclusion" sort of a thing. These are the things 
we are in favour of apropos of the work of this particular 
Committee and on the top of page 4 we have a general 
statement of the way we feel about the terms of reference 
as they were sent to us by the Chairman of this Committee, 
in which we have on this occasion applied all our efforts. 


MR. MacDONALD: I agree with you. Now, 
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let's take this first one. "The Chamber will support 
measures designed to encourage the operation of ethical, 
responsible enterprises, and simultaneously discourage or 
even remove those that are not grounded on these precepts. 
The only point I am making, Mr. Howard, and I don't want 
te make it provocatively, is that much of what we have 
to do now in terms of implementing what you have said 
there, it's because of a fd@lure within, among industry, 
to make certain that their members live up to the code 
of ethics that you are professing. Now, if you won't do 
it we have to do it. If we have to de it, I think 
sometime soon you should quite coming and stating as 
your basic premise that government shouldn't intervene. 

MR. HOWARD: We have ceme here and 
said that we will support intervention in this particular 
case, Mr. MacDonald. 

MR. MacDONALD: We have got te do the 
job. 

MR. HOWARD: I think so. 

MR. MacDONALD: You see, this is 
where it gets tricky, right in to the consumer credit 


field, another sentence in your brief on page 3, the 


first paragraph: "Perhaps most important, he is protected 


by the employment of his native intelligence and other 
emotional and intellectual qualities, against buying 
anything he deesn't want". Now, let me put it bluntly, 
sir, this is just way off the beam because it is very 
flattering to say that the average person is going to be 
protected by his native intelligence, but I certainly 


have come to the conclusion -- I won't speak for Mr. 
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Letherby -- I certainly have come to the conclusion that 
our problem is that the average human being, the average 
amateur is licked before he starts when he comes into 
conflict with a slick salesman on a door-to-deor propo- 
sition. 

MR. HOWARD: How can the Chamber of 
Commerce correct that? 

MR, MacDONALD: The salesman is 
operating for a company which is a member of the Chamber 
of Commerce. 

MR. HOWARD: Maybe he's not. 

MR. MacDONALD: Okay, but in some 
4nstances he is, let's not confuse this. ‘In some 
instances he is and nothing is done te make certain that 
that man who is at the door is operating in accordance 
with the Chamber of Commerce Code of Ethics. 

MR. LETHERBY: Well, you see, Mr. 
MacDonald, what I was trying to say a moment ago, to 
save time. I've been a member of the Chamber of Commerce 
fer years, locally. Now, supposing one of your members 
do violate some code of ethics in relation to law. 
Suppose we tell him we doen't want him to retain his 
membership any longer and he says, ‘Mo hell with you. 
I'm sorry I ever got in here", That's no punishment. 

So he -- 

MR. MacDONALD: So he goes out and 
continues to violate with impunity and gives the whole 
Chamber a bad reputation. 

MR, LETHERBY: I do think that the 


law or the proper authority should step in there and 
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1 penalize that man, but don't say because we kick you 

2| out of the Chamber of Commerce we have corrected your 

3 misdemeanor. 

4 MR. HOWARD: We disassociate ur- 

5 selves from his misdemeanor or his behaviour. 

6 MR, MacDONALD: Well, my complaint 

a is that you don't even bother to disassociate yourself 

8 because as a rule you don't expell aman who is guilty 

9 of unethical practices, you don't even bother to seek 

10 out the unethical practices. 

11 MR. HOWARD: We send eut, in many 

12 cases, warnings -- it's just the poor best that we can 
13 do -- but we send out warnings to people to beware of 

14 just this kind of person that you were describing. I've 
15|| seen it right in my own plant. "Read Befere you Sign” -- 
16 MR. MacDONALD: That's like warning 
17 the community there is a murderer in your midst, instead 
18 of going out and apprehending the murderer, 

19 MR, LETHERBY: But yeur not a police- 
20|| man are you son? (Laughter) 

21 MR. REILLY: A point of interest -- 
22 in referring to the habitual criminal, is that in 

23|| connection with the violation of the Combine's Act? 

24 MR. MacDONALD: No, this is eomeraily 
25 speaking. The term habitual criminal is referred to an 
26 individual if he has four convictions. This is a term 
27 used -- 

28 MR. REILLY: When you were referring 


29 to this happening to this particular group in the 





electrical industry -- 
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MR. MacDONALD: This is one, this is 
one. But I can get you the list. I'11 show you the 
book. 

THE CHAIRMAN: Mr, MacDonald, do you 
have any more questions? 

MR. MacDONALD: No, I have no more. 

THE CHAIRMAN: Mr. Sandercock? Mr, 
Reilly, any questions on the brief? | 

MR. REILLY: I think as far as most 
of these things that Mr. MacDonald has been bringing up 
have to do with a lot of merchandising and part of the 
problems that we have have been from the standpoint of 
merchandising rather than from the standpoint of 
consumer credit and I can't share his opinion in that 
there have been a number of people before this Committee 
that perhaps have violated certain things. I can't 
share his opinion here, I think there have been, 
comparatively speaking, very few, and I think they have 
been brought to light and I think the publicity in 
connection with it has been very helpful. I think that 
from the standpoint ef one of our first briefs that 
we had from the Better Business Bureau, where they 
pointed out their investigation inte this finance deal 
was that there are very few complaints from the standpoin 
of loans, that they had more complaints from the stand- 
point of door-to-deor or, as we were talking about, the 
home improvement field was the biggest field, more than 
any other. I think they proved that to us from the 
standpoint of their figures, Mr. MacDonald. 


That was the only point that I was 
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going to make. 

MR. MacDONALD: That being the case, 
Mr. Chairman, this is one field we haven't even gotten 
around to, 

MR, REILLY: That's right. . This is 
a field we should give some thought to. 

MR. LETHERBY: I think I have said 
pretty much all I have got to say. I'm in fair agree- 
ment with the aims and objectives of the Chamber of 
Commerce and Boards of Trade, and I think it is the 
intention and the purpose of the Chamber to create 
a nice, healthy atmosphere, you know, for commerce. 

But I can't see where they should do the policing of 
these unethical practices. I think we have got to go 
to some other authority to correct that. 

Now, just before I close, George 
Bukator has a story that I want him to tell. Tell 
that story, George, about -- that you told me last night. 

MR. BUKATOR: About the seller? 

MR. LETHERBY: Yes. Speak up, George. 

MR, BUKATOR: Yes. Well, I was 
living in Chippewa fer ten years and every now and then 
in this little village, two er three carloads of very 
fine looking men and women would pull out to the village, 
get out at the square and start selling their boeks 
from door to door. And they would get in and pressure 
people who couldn't afferd to buy, in my opinion, and 
read, and I didn't want them to do that. Se I called 
our police in and I had the Sargeant of the Provincial 


Police there and I was telling him I didn't think this 
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was proper, that they shouldn't do that, that kind of 

a campaign. And I said "Is it possible legally to chase 
them eut?" While I am deing a goed jeb of trying to 
clear up the situation, the policeman is in my office 
dewnstairs and I lived in the apartment behind, upstairs. 
At least my wife was heme. While I am telling this 
officer that he should stop them if at all possible, 

eut he goes and in some fashion he persuaded them to 
leave. If they were off base, I don't know. But I 
remember sitting down to dinner that night and my wife 
says to me, "Well, you will have something te read now”. 
She had beught three books. (Laughter). 

THE CHAIRMAN: I don't think we 
should leave the impression that members who are being 
represented here today by the Ontario Chamber of 
Commerce (rest of sentence inaudible). 

We de appreciate -- do you want te 
sum up? 

| MR. HOWARD: I would, if I may, Mr, 
Chairman, make one further statement in connection with 
something Mr. MacDenald said, in connection with the 
pessibility ef devising a simple percentage expression 
ef the cost. He said that we said we were in favour 
of it, we would not be against it. I'd like to draw 
an analogy, once again, if I might. I weuld be in favour 
of perpetual motion, but I just den't think it can be 
dene. But when somebody presents me with one I will look 
at it objectively, I hope, and if it is perpetual motion 
I will buy it. But up until then I just maintain a 


reservation that it can be done. 
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MR, SEDGWICK: I was thinking about 

that toe, Mr. Chairman. We have asked se many witnesses 
whether they are in favour ef the percentage terms and 
they all say, like Mr, Howard, well, we den't think 
it is practical but show us how yeu do it. Mr. Howard, 
let me tell you this, for your benefit, that no one has 
yet shewn us how te de it. Mr. Irwin said it ceuld be 
dene but he wouldn't give me the schedules so that I 
could leek at them and say, "Well, this is hew you do 
16 "5 

MR, MacDONALD: I make this seriously, 
Mr. Chairman, because obviously we are going to be 
Wasting a lot of time thrashing old straws. Before we 
meet again, if it is possible te de this, in his 
capacity as C.A. fer this Committee, for Mr. Irwin to 
ceme up with it -- 

MR. SEDGWICK: All we need is to have 
a prepared schedule se that if we intend te ask them 
this question we can give them a copy and say, This is 
how it is done", I started -- I must say this, Mr. 
Howard -- I was ef the epinion of Mr. MacDonald and Mr. 
Bukator that it was very simple te say that you have a 
rate of 17.63. But the more I tried to do it in my poor 
head, the more I asked if this is feasible -- all the 
permutations and cembinations and calculations and the 
variables and so forth. Now, if somebody shows me this 
schedule (rest of statement inaudible) 

THE CHAIRMAN: Mr. Howard, on behalf 
of the Committee I would like to thank you and the other 


members ef your Committee for presenting yeur brief 
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today. it has been very interesting and I'm sure 
provoked a great deal of discussion here teday. 

MR. HOWARD: Well, Mr. Price, it is 
very good of you to thank me. I am very grateful to 
you but I trust that you and your colleagues will loek 
upen us and leok upon my presence here as a duty that 
we have, the duty of a citizen or group of citizens to 
present their views and to help in the formulation of 
the preper way te run this Prevince and as such, sir, 
we don't need thanks at all. We thank you. 

THE CHAIRMAN: Gentlemen, that's all 
efficially that we have. We will adjourn fer five 
minutes and then the members of the Committee will 
return and I have a few things to say before we adjourn 
for the day. 
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